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IN THE 


United States Court of Appeals 

District of Columbia. 


No. 8765 


BETTER BUSINESS BUREAU 
OF WASHINGTON, D. C., INC., Appellant, 

v. 

UNITED STATES OF AMERICA, Appellee. 


Appeal from the District Court of the United States 
for the District of Columbia. 


BRIEF FOR THE APPELLANT. 


JURISDICTIONAL STATEMENT. 

This is an appeal from the final order (App. p. 47) and 
judgment sustaining the motion of the United States, the 
defendant below, for Summary Judgment (App. p. 48) with 
which was filed affidavit of counsel for appellant, an agreed 
statement of all the facts between counsel having been 
previously filed, this action having been based on the claim 
of the appellant being entitled to the benefit of the exemp¬ 
tion from the assessment and collection of Federal Social 


2 




Security Taxes under Section 1011, Title 42, USCA, being 
Chap. 531, Title VTII, Sec. 811, 49 Stat. 639, of the Social 
Security Law of August 14, 1935, affecting employers and 
employees, all of whom are in business in the District of 
Columbia. Jurisdiction is invoked under Rules 10 and 42 
entitling the appellant to appeal from the final judgment of 
the United States District Court for the District of Colum¬ 
bia, which was entered on the docket of the lower court 
February 2, 1944. 

STATEMENT OF CASE. 

i The agreed statement of facts filed in this case shows 
that the appellant, the Better Business Bureau of Wash¬ 
ington, D. C., Inc., was organized under the Laws of the 
District of Columbia, (Act of March 3, 1901, 31 Stat. 1283, 
c. 854, § 599), on the 10th day of August, 1920, commonly 
known and referred to as articles concerning “religious, 
educational and benevolent corporations.” The purposes 
set forth in the Articles of Incorporation are: 

“*•* the object for which it is formed is for the mutual 
welfare, protection and improvement of business meth¬ 
ods among merchants and other persons engaged in 
any and all business or professions and occupations of 
every description whatsoever that deal directly or indi¬ 
rectly with the public at large, and for the educational 
and scientific advancements of business methods among 
persons, corporations or associations engaged in busi¬ 
ness in the District of Columbia so that the public can 
obtain a proper, clean, honest and fair treatment in its 
dealings or transactions with such merchants, trades¬ 
men, corporations, associations or persons following a 
profession and at the same time protecting the interest 
of the latter classes of businesses to enable such as are 
engaged in the same to successfully and profitably con¬ 
duct their business and for the further purpose of 
endeavoring to obtain the proper, just, fair and effec¬ 
tive enforcement of the Act of Congress approved May 
29th, 1916, otherwise known as ‘An Act to prevent 
fraudulent advertising in the District of Columbia. ’ ” 
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The Bureau was not organized for profit and it has no 
shares of stock. The operation of the Bureau does not 
inure to the benefit of any private shareholder or individual, 
it pays no dividends, and makes no refunds or disburse¬ 
ments to any person interested. Information that it has 
compiled is available to any one, and it makes no charge 
for any information furnished. There is no discrimination 
between members or non-members. It urges the public 
“Before you invest, investigate,” and anyone who takes the 
trouble to inquire may have all the information that the 
Bureau has available or can obtain. 

The money to carry on the work of the Bureau is raised 
by voluntary subscription or membership fees from inter¬ 
ested people. There is no fixed membership fee. One 
individual or company may contribute $25.00, while another 
may contribute $100.00 or more. Its budget for the years 
of 1936 to 1941 inclusive differed in various amounts for its 
complete operation under its charter. The entire sum of 
the aforesaid budget was raised by contributions and none 
of it was defrayed by fees or charges made in connection 
with the service that it rendered to the various individuals, 
companies or people who took advantage of the slogan 
“Before you invest, investigate.” 

Its directors are elected annually from the membership, 
consisting of prominent men from all walks of life. Its 
officers are elected by the directors. They have nominal 
duties and are paid no salary. The only paid employees 
are the Manager or Director and a limited number of em¬ 
ployees serving under him. This is an action to recover the 
amount of taxes paid under the Federal Social Security Act. 
In carrying out its charter purposes, the Bureau’s work is 
divided roughly into five subdivisions. These are (1) Fraud 
Prevention, (2) the fighting of Fraud, (3) the elevation of 
business standards by education thereof, (4) the education 
of the consumer as a buyer, and (5) furnishing information 
and aid to various agencies of the Governments of the Dis¬ 
trict of Columbia and the United States. 
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i (1) In the Fraud Prevention work, the purpose is to 
educate and warn them of plans and schemes of various 
types of swindlers. Most of this education is by answering 
specific inquiries. The Bureau shows the Public what in¬ 
formation it has and when the facts are made available to 
the prospective victim the swindle usually appears rather 
obvious to even an uneducated person. A substantial part 
of this fraud prevention work has been in cooperation with 
newspapers and radio networks who, when the Bureau 
shows them that the prospective advertiser is a swindler, 
refuses the advertisement, thus limiting materially the 
opportunity of the swindler to contact his prospective 
victim. 

(2) In Fraud fighting, general and abstract fraudulent 
practices are brought to the attention of the public. The 
education is carried on through newspaper stories, radio 
talks, bulletins and posters. These are addressed to the 
public in general and are not in any way limited to the 
members. In many instances schemes are killed and do 
not have a chance to occur here because the public were 
educated to these schemes. 

(3) The third class of work which the Bureau attempts 
to do is the elevation of business standards. The purpose 
of this is to teach merchants that applying the doctrine of 
caveat emptor is not good business. In educating merchants 
that misleading advertising, extravagant claims and price 
comparisons are not good business, the Bureau, not repre¬ 
senting any merchants and having no axe of its own to 
grind, is in a peculiarly advantageous position in talking 
with the merchants. The education of merchants to raise 
their business standards and ethics may be by meetings 
attended by “ chain stores, independents, and every type 
of merchant” where the follies of dishonest or at least 
unethical merchandising are pointed out and where a con¬ 
structive, voluntary plan of honest advertising is advo¬ 
cated, and which frequently results in the merchants adopt- 
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ing “a program and the elimination of comparative prices, 
all in the interest of public confidence.” 

(4) The Bureau takes the public as its pupils in its fourth 
class of educational work. The Bureau believes that the 
public as a consumer has as much interest in our economic 
scheme as business men have, and that the public and the 
business man should work together for a better understand¬ 
ing of each other’s problems. This education comes through 
talks by the manager and assistant manager to groups of 
individuals, and it is also carried on through the Bureau’s 
bulletins and by newspaper stories and radio addresses. 

The consuming public must be educated against fraudu¬ 
lent practices and must be educated to inquire from some 
reliable, disinterested source before its money is spent or 
before it becomes involved in any unknown or doubtful 
proposition. If the consuming public spends its money 
unwisely, it is a loss not only to the consumer, but to every¬ 
one else. 

(5) In addition to the four primary educational purposes, 
the Bureau cooperates with the various governmental agen¬ 
cies interested in law enforcement, as follows: United States 
Federal Trade Commission, United States Post Office, 
Department of Justice, and certain War Emergency Agen¬ 
cies, etc., Health Department, License Bureau, Insurance 
Department, etc., of the District of Columbia. 

This work does not involve any duplication of these Agen- 
cies’ services. The Bureau is in an excellent position to 
give proof to those agencies of schemes which they will 
want to know about in order to take immediate action to 
protect the public. The Bureau has nothing whatever to 
do with the enforcement of the law; that is the duty of the 
above mentioned various government agencies. 

There are some eighty-five other Better Business Bureaus 
in the United States. The purpose of each Bureau is very 
much the same and each Bureau exchanges information vdth 
other Bureaus, but each is independently operated by local 
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citizens and all the expenses are likewise defrayed by local 
citizens. 

i This appellant, the Bureau, has never indulged in any 
political activities nor does it have anything whatsoever to 
do with same. 

The appellant’s position is that it is an educational insti¬ 
tution within any commonly accepted definition of “educa¬ 
tional” and was and is exempt from taxation under the 
Federal Social Security Act, Chap. 531, 49 Stat. 620, Sec. 
811. 

The Court below sustained (App. p. 47) appellee’s mo¬ 
tion for Summary Judgment holding that the appellant was 
not entitled to the benefit of the exemption contained in 
Sec. 811 of the Social Security Act, supra, as it was not a 
corporation organized exclusively for educational purposes. 

i STATUTES INVOLVED. 

District of Columbia Incorporation Act of Appellant, Act 
of March 3, 1901, 31 Stat. 1283, c. 854, § 599. 

The appellant, the Better Business Bureau of Wash¬ 
ington, D. C. Inc., was organized under the Laws of the 
District of Columbia, (Act of March 3, 1901, 31 Stat. 1283, 
Cf 854, § 599), on the 10th day of August, 1920, commonly 
known and referred to as articles concerning “benevolent, 
charitable, educational, literary, musical, scientific, relig¬ 
ious, or missionary program, the material part of which 
reads as follows: 

“SEC. 599. Certificate.—Any three or more per¬ 
sons of full age, citizens of the United States, a major- 
i ity of whom shall be citizens of the District, who desire 
to associate themselves for benevolent, charitable, edu¬ 
cational, literary, musical, scientific, religious, or mis¬ 
sionary purposes, including societies formed for mutual 
improvement or for the promotion of the arts, may 
make, sign, and acknowledge, before any officer author¬ 
ized to take acknowledgements of deeds in the District, 
and file in the office of the recorder of deeds, to be 
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recorded by him, a certificate in writing, in which shall 
be stated— 

First. The name or title by which such society shall 
be known in law. 

Second. The term for which it is organized, which 
may be perpetual. 

Third. The particular business and objects of the 
society. 

Fourth. The number of its trustees, directors, or 
managers for the first year of its existence. ,, * * * 

Social Security Act Exemption Clause, 49 Stat. 620, c. 531, 
otherwise known as Sec. 811. 

“Sec. 811. When used in this title— 


“(b) The term ‘employment’ means any service, of 
whatever nature, performed within the United States 
by an employee for his employer, except— 


“(8) Service performed in the employ of a corpora¬ 
tion, community chest, fund or foundation, organized 
and operated exclusively for religious, charitable, scien¬ 
tific, literary, or educational purposes, or for the pre¬ 
vention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any 
private shareholder or individual.” 

Internal Revenue Code: 

SEC. 1426. DEFINITIONS. 

When used in this subchaptcr— 

• • • • 

(b) Employment .—The term ‘employment’ means 
any service of whatever nature, performed within the 
United States by an employee for his employer, ex¬ 
cept— 


• • • • 
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(8) Service performed in the employ of a corpora¬ 
tion, community chest, fund, or foundation, organized 
and operated exclusively for religious, charitable, scien¬ 
tific, literary or educational purposes, or for the pre¬ 
vention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any 
private shareholder or individual; (26 U.S.C. 1940 ed., 
Sec. 1426).” 

District Unemployment Exemption Statute, Sec. 1, par. B, 
sub-chap. 1, Act of August 28, 1935, 49 Stat. 947. 

The exemption contained in the Federal Social Security 
Act, supra, appears to be identical in terms with the ex¬ 
emption contained in the District of Columbia Unemploy¬ 
ment Compensation Act of August 28, 1935, 49 Stat. c. 794, 
§ 3, and amendments thereto, the material part of which 
reads as follows: 

I “ # * # (b) The Term * employment* means any service, 
of whatever nature, including employment in interstate 
i commerce, performed after December 31, 1935, within 
the United States, by any individual under any con¬ 
tract of hire, oral or written, express or implied, so 
long as the greater part, as determined by the Board 
under regulations prescribed by it, of the service per¬ 
formed under such contract is performed within the 
District, except— * * * 

<<• # • service performed in the employ of a cor¬ 
poration, community chest, fund or foundation, or¬ 
ganized and operated exclusively for religious, charit¬ 
able, scientific, literary, or educational purposes, or for 
the prevention of cruelty to children or animals, no part 
of the net earnings of which inures to the benefit of any 
private shareholder or individual; * * 

I STATEMENT OF THE POINT INVOLVED. 

As there is no dispute of fact involved in this case the 
sole question to be decided by this Court is one of law, 
“is the appellant, on the facts in this case, a corporation or¬ 
ganized and operated exclusively for educational and scien- 
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tific purposes and entitled to the benefit of the exemption 
from Federal Social Security Taxes contained in Section 
811 of the Federal Social Security Tax Law, of August 14, 
1935” (App. pp. 12-18). 


STJ] 


[ARY OF ARGUMENT. 


Exemption is claimed on behalf of appellant from taxa- 
i tion under the provisions of the Exempting clause in Chap. 

531, 49 Stat., 620, Section 11 (of the Federal Social Security 
i Act) as it is contended that the appellant was organized 
and operated exclusively as an Educational Institution 
during the taxing period. 

Construction of the Statute by this Court should be such 
as will give the appellant the benefit of the Exemption 
Clause of Chap. 531, 49 Stat., 620, Section 11 (of the Fed- 
! eral Social Security Act), as the definition of the term 
“Educational” as defined by the late decisions of the 
i Courts is of such a nature that will justify awarding the 
exemption to appellant, whether it is a strict or liberal 
construction of the verbage contained in the act. 

The appellant is an Educational or Scientific Institution 
and operated exclusively as such within the meaning of the 
law, as shown by the Agreed Statement of Facts. 

Supporting Authorities justify the conclusion that the 
appellant is an Educational or Scientific Institution and 
entitled to the exemption or the relief from taxation which 
it requests of this Appellate Court. 

Comment on the decisions of the lower courts denying the 
Appellant the Exemption sought as an “Educational or 
Scientific” Institution shows, we believe, that such lower 
I courts are in error in rendering judgment for the defendant 
as the result of adverse construction of the exemption 
i clause of the taxing act in question. 
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ARGUMENT. 

Exemption Is Claimed From Taxation Under The Federal 

Social Security Act. 

1 The pertinent section, that is Chapter 531, 49 Stat. 620, 
Sec. 811, reads as follows: 

“When used in this title, * * # 

“(b) The term ‘employment’ means any service of 
whatever nature, performed within the United States 
by an employee for his employer, except * * * 

“(8) Service performed in the employ of a corpora¬ 
tion, community chest, fund, or foundation, organized 
and operated exclusively for religious, charitable, scien¬ 
tific, literary, or educational purposes, or for the pre¬ 
vention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any 
private shareholder or individual.” 

i With respect to the exemption contained in the Social 
Security Act aforesaid, Treasury Regulation No. 91 was 
promulgated thereunder, Title VIII material to this case 
reading as follows: 

“Art. 12. Religious, charitable, scientific, literary, and 
educational organizations and community chests—Serv¬ 
ices performed by any employee of an organization of 
the class specified in Section 811 (b) (8) are excepted. 
“For the purpose of the exceptions, the nature of the 
service is immaterial; the statutory test is the character 
of the organization for which the service is performed. 
“In all cases, in order to establish its status under the 
statutory classifications, the organization must meet 
two tests: 

“ (1) It must be organized and operated exclusively for 

one or more of the specified purposes; and 

(2) Its net income must not inure in whole or in part 

to the benefit of private shareholders or individuals. 

• • • 

“An Educational organization within the meaning of 
Section 811 (b) (8) of the Act is one designed primarily 



for the improvement or development of the capabilities 
of the individual, but, under exceptional circumstances, 
may include an association whose sole purpose is the 
instruction of the public, or an association whose pri¬ 
mary purpose is to give lectures on subjects useful to the 
individual and beneficial to the community, even though 
an association of either class has incidental amusement 
features. An organization formed, or availed of, to dis¬ 
seminate controversial or partisan propaganda or which 
by any substantial part of its activities attempts to 
influence legislation is not an educational organization 
within the meaning of section 811 (b) (8) of the Act.” 

It appears to be clear that the Federal Social Security 
Act and the regulation promulgated thereunder proposes 
three (3) tests: it must be organized and operated exclu¬ 
sively for one of the exempt purposes—in this instance, edu¬ 
cational or scientific. Reference to the charter purposes 
hereinbefore quoted shows that the purpose for which the 
Bureau was organized was educational and scientific, and 
a reading of the statement of facts agreed upon in this case 
shows that it is operated exclusively for the purpose for 
which it was chartered. The second test is that there must 
be no benefit to private shareholders or individuals. The 
third test is no substantial part of the activities shall be 
carrying on propaganda, or otherwise attempting, to in¬ 
fluence legislation. The facts in the case clearly show that 
these tests have been satisfactorily met and further that the 
appellant has indulged in no political activities directly or 
indirectly whatsoever. 

CONSTRUCTION OF THE STATUTE. 

Mayes, Collector, v. Paul Jones & Co. 270 Fed. 121: 

“In construing a statute, the court must give full force 
and effect to the intent and purpose of the law-making 
power, and if this intent and purpose can be ascertained 
from the language of the statute, such language must 
control.” 




12 


In Wellman v. Bethea, 243 Fed. 222, it was held: 

“In construing a statute, the court must ascertain the 
intention of the legislature but such intention must be 
ascertained from the words used in the statute and the 
subject-matter to which it relates.** 

As Judge Hand said in Slocwm et al v. Bowers, District 
Court, 15 Fed. 2d 400-403: 

“* • * The policy of exempting these corporations is 
firmly established and has been continuously expand¬ 
ing ever since the system of income taxation was 
adopted. The statute should be read, if possible, in 
such a way as to carry out this policy and not to make 
the result turn on accidental circumstance or legal 
technicalities.*’ * * • 

The term “charitable** is a generic term and includes 
literary, religious, scientific and educational institutions. As 
the Court said in Missouri Historical Society v. Academy of 
Science, 94 Mo. 459, 8 S. W. 346, cited in Simmons et al v. 
Fidelity National Bank and Trust Company of Kansas City, 
et al., 8th Cir., 64 Fed. 2d 602: 

“Any gift not inconsistent with existing laws, which 
is promotive of science, or tends to the education, en¬ 
lightenment, benefit, or amelioration of the condition 
of mankind, or the diffusion of useful knowledge, or is 
for the public convenience, is a charity * * * (94 Mo. 459, 
8 S. W. 346-8) 


Also see to the same effect St. Louis Union Trust Com¬ 
pany et al v. Burnett, 8th Circuit, 59 Fed. 2d 922-9. 

The above are accepted doctrines of law and there are 
many Federal decisions and the Supreme Court of the 
United States has upheld the same. As we contend that the 
exemption statute is clear and unambiguous, the above men¬ 
tioned rule of law should prevail. 
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' The Better Business Bureau of Washington, D. C., Is An 
Educational Institution Within The Meaning Of The 
Exemption Contained In The Federal Social Security 
Act. 

The best late definition we have been able to find anywhere 
of an educational organization is that contained in Judge 
Vaught’s opinion in the case of Better Business Bureau of 
Oklahoma City, Inc. v. Jones, Collector, 34 Fed. Supp. 573, 
decided July, 1940: 

“* * * Educational training is not confined to colleges, 
universities or even the public schools but consists, in 
the broadest sense, of acquiring information or inspira¬ 
tional suggestions which cause the individual to think 
and act along proper lines. Certainly, the teaching of 
honesty, integrity, and truthfulness is the very highest 
objective of an education.” * * * Approved by U. S. 
Circuit Court of Appeals, 123 Fed. 2d. 767. 

The late decisions of the Court show a tendency if any¬ 
thing to broaden the definition of an * 4 educational institu¬ 
tion.” 

The methods of the Bureau are purely corrective and 
preventive, and its educational work consists of advising 
the public so that they may not become victims of plans or 
schemes intended to separate them from their money and 
its work is in no sense punitive or penal as it has nothing 
whatever to do with the enforcement of the law or any police 
activities. 

Further, the education of the merchant, banker or busi¬ 
ness man is one of its important activities, teaching how to 
avoid misleading advertising and also teaching the business 
man the conduct of clean business methods and standards, 
which has proven of immense value to him and the public. 

Furthermore, the educational program of this Bureau has 
proven of very great value to various agencies of both the 
District and Federal Government in furnishing aid and 
information to enable these agencies to carry on their work 
effectively, which also inures to the benefit of the public. 
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The Bureau indulges in no political activity whatsoever, 
either directly or indirectly. To the contrary, it serves its 
members and the entire public free from any persuasion, 
whether it be political, religious, racial, or whatnot. 

The Bureau has no right to regulate business and it has no 
authority so to do. It does attempt, however, to persuade 
by education, merchants and other business men to improve 
their business ethics and methods and not to mislead the 
public by false or misleading advertisements, price com¬ 
parisons or mis-statements as to the quality or type of mer¬ 
chandise being offered for sale, or other erroneous prac¬ 
tices in the field in which they are engaged. If the merchant 
or business man insists upon doing these improper things 
all the Bureau will do is to give such matters publicity and 
educate the public to the fact that certain merchants or busi¬ 
ness men are attempting to take advantage of them. 

i Corpus Juris defines ‘ ‘education” as follows (19 C. J. 
1014): 

“The term is a broad and comprehensive one, and in¬ 
cludes all knowledge if we take it in its full and not its 
legal or popular sense. It has been defined as the 
process of developing and training the powers and 
capabilities of human beings; the bringing up, physi¬ 
cally or mentaly, of a child or the preparation of a per¬ 
son, by some due course of training, for a professional 
or business life, or other calling; the imparting or ac¬ 
quisition of knowledge. Education may be particularly 
directed to either mental, moral or physical powers and 
faculties, but in its broadest and its best sense it em¬ 
braces them all; not merely the instruction received at 
school, college, or university, but the whole course of 
training, moral, intellectual, and physical; not only the 
ordinary instruction of the child in the pursuits of 
I literature; but also a proper attention to the moral and 
religious sentiments of the child.” 

and this Appellate Court in the case of the International 
Reform Federation v. District Unemployment Compensa¬ 
tion Board , reported in 131 Fed. (2d) 337; 71 W. L. R. 43, 
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* clearly defines “educational” for taxation exemption as 
follows: 

“* * * Charity in its legal sense comprises trusts for 
the relief of poverty, trusts for the advancement of 
education, trusts for the advancement of religon and 
trusts for other purposes beneficial to the community 
I not falling under any of the previous heads. * * *” 

I We can find no cases involving Social Security tax as 
i applying to educational institutions except the case of Jones , 
Collector v. Better Business Bureau of Oklahoma City, Inc. 
i supra, but there are numerous cases exempting charitable, 
educational and scientific institutions from different forms 
i of Federal and State taxation, such as unemployment, in¬ 
come, estate and inheritance, and excise taxes, which we be- 
i lieve the Court are familiar with and need no citation here 
of them. 

Supporting Authorities Showing The Appellant, The Better 
Business Bureau Of Washington, D. C., Inc., Is An 
I Educational Institution That Is Exempt From The 
! Federal Social Security Taxes. 

The leading and important case which involved the refund 
of a “Social Security Tax” on the ground that the corpora- 
i tion was exempt as an educational institution and there¬ 
fore exempt from taxation and we think controlling here, 
and in favor of the appellant in the case at bar, is that of 
Jones, Collector v. Better Business Bureau of Oklahoma 
i City, Inc., 123 Fed. 2d 767, decided October 31, 1941 by the 
United States Circuit Court of Appeals for the 10th Circuit; 
in fact this Appellate Court has decided that a Better Busi¬ 
ness Bureau (as they all operate throughout the United 
States practically in the same manner and method and under 
practically the same powers) “is an educational institu¬ 
tion.” 

In the Jones case the appellee is the Better Business 
Bureau of Oklahoma City, Inc., and is a corporation or in¬ 
stitution identical with that of the appellant in this case 
and some eighty others throughout the United States. The 
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record in the Jones case will show clearly it was organized 
exclusively for the same purposes as that of the appellant 
here, that is “educational.” 

I The Court found among other things, the following facts: 

“• * • To inform and to educate the public by various 
forms of publicity or otherwise, as to the difference be¬ 
tween honest and legitimate advertising and that which 
is misleading, dishonest and improper in order to create 
public confidence in honest and legitimate advertising 
and honest and legitimate business, and to prevent the 
public from being misled by persons using unfair ad¬ 
vertisements or unfair business methods. 

“By all proper means to educate and inform merchants, 
manufacturers and other business men as to honest, fair 
and legitimate advertising and business methods and 
the discouragements of unfair competition and unfair 
dealings with the public. * * *” 

“* * * The Bureau carries on a continuous campaign of 
fraud prevention work. It warns the public against 
fraudulent plans and schemes. It endeavors to induce 
the local advertising agencies not to accept advertise¬ 
ments from the promoters of such plans and schemes. 
Through newspaper advertisements, radio talks, bul¬ 
letins, and posters, it acquaints the public with fraud¬ 
ulent practices. It exposes specific fraudulent practices 
being carried on in Oklahoma City. It also endeavors 
to induce merchants to refrain from misleading adver¬ 
tising, extravagant claims, and price comparisons, and 
to conform to a high standard of business ethics. It 
endeavors to educate the consumer to buy wisely. 

“Its services are rendered to nonmembers as well as 
members and are made available generally to the people 
in and about Oklahoma City. It also furnishes informa¬ 
tion to like Bureaus in other states.” • • * 

On the above mentioned facts the Court held as follows: 

“*** While the general rvle is that tax-exempt statutes 
are to be construed strictly in favor of the government, 
the rule does not apply to exemption statutes of the 
character here involved . Such a statute should be 
liberally construed so as to further rather than hinder 
its beneficient purpose. The purpose of this exemption 
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is to encourage religious, charitable, scientific, literary, 
and educational associations not operating for the profit 
of any private shareholder or individual. 

Education is defined in Webster’s New International 
Dictionary, Second Edition, as follows: ‘ The totality 
of the information and qualities acquired through in¬ 
struction and training, which further the development 
of an individual physically, mentally, and morally.’ 
It was defined by the Supreme Court of Nebraska in 
Ancient, etc. S. R. of Freemasonry v. Board of County 
Commissioners, 122 Neb. 586, 241 N. W. 93, 96, 81 A. L. 
R. 1166, as follows: * Furthermore, lexicographers and 
the courts agree in defining ‘educational’ as pertaining 
to ‘education.’ The latter word taken in its full sense 
is a broad, comprehensive term and may be particularly 
directed to either mental, moral or physical faculties, 
but in its broadest and best sense it embraces them all, 
and includes not merely the instructions received at 
school, college or university, but the whole course of 
training—-moral, intellectual, and physical. * * * 

“* • * Jt is a well-known fact that educators are now 
advocating high school training on the subject of intel¬ 
ligent buying. 

Here, the purpose of the Bureau is to educate the 
public concerning fraudulent schemes amd practices 
and to enable the members of the public to avoid such 
practices and to become better and more intelligent 
buyers , and to inculcate higher ethical standards in 
business practices and advertising. Business inter¬ 
course is an important activity of everyday life. The 
inculcating of higher standards and of business ethics 
on the part of the merchant, inducing the operators of 
advertising mediums to insist on honest advertising, 
acquainting the public with fraudulent schemes and 
practices, and informing the individual how he may 
avoid such practices and buy more wisely, while within 
a limited field, are, in our opinion, educational in char¬ 
acter. 

We, therefore, conclude that the Bureau is within the 
exemption, and that the judgment below should be 
affirmed.” (Italics ours.) 

The exemption contained in the District of Columbia 
Unemployment Compensation Act, the pertinent Section 
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being 1, par. b, sub-chap. 7 of the Act of August 28, 1935, 
49 Stat. 954, reads as follows: 

* * (b) The term ‘employment’ means any service, 
of whatever nature, including employment in interstate 
commerce, performed after December 31, 1935, within 
the United States, by any individual under any con- 
i tract of hire, oral or written, express or implied, so 
long as the greater part, as determined by the Board 
under regulations prescribed by it, of the service per¬ 
formed under such contract is performed within the 
District, except # # # 

“* * * (7) service performed in the employ of a cor¬ 
poration, community chest, fund or foundation, organ¬ 
ized and operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, or for the 
prevention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any 
private shareholder or individual; * * •” 

i We cite this exemption in the District of Columbia Unem¬ 
ployment Compensation Act as it is almost identical in its 
terms with that given such corporations or organizations in 
the Federal Social Security Act hereinbefore set out and by 
reason of its analogy and similarity to the verbage of the 
exemption contained in the Federal Social Security Act. 
i The following case of this Appellate Court becomes a very 
i important one in reaching a decision in the instant case. 

This Honorable Court in considering the exemption of a 
I corporation under the aforesaid Section of the District 
Unemployment Compensaton Act as late as September 22, 
1942 held in the case of International Reform Federation 
v. District Unemployment Compensation Board, 76 U. S. 
App. D. C. 282, 131 Fed. 2d 337, as follows: 

“The differing condition, character and wants of com¬ 
munities and nations change and enlarge the scope of 
‘charity’, and where new necessities are created, new 
charitable uses must be established. 

“In excepting from the District of Columbia Unem¬ 
ployment Compensation Act service performed in the 
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employ of a corporation, community chest, fund or 
foundation organized and operated exclusively for re¬ 
ligious, charitable, scientific, literary or educational 
purposes, etc., Congress included every nonprofit organ¬ 
ization designed and operating for the benefit and en¬ 
lightenment of the community, the state or the nation, 
or those organizations commonly designated “chari¬ 
table” in the law of trusts. D. C. Code Supp. V, T. 8, 
$ 511 (b) (7). 

“The International Reform Federation whose prin¬ 
cipal purpose and activities were promotion of socio¬ 
logical reform, suppression of gambling and political 
corruption, substitution of arbitration and conciliation 
for both industrial and international war, suppression 
of the white slave traffic, harmful drugs and kindred 
evils, was exempt as a “charitable or educational cor¬ 
poration” from District of Columbia Unemployment 
Compensation Act, and was not affected by incidental 
political activities. D. C. Code Supp. V. T. 8 § 311 
(b) (7). 

“In the enactment of the unemployment law in the 
District of Columbia it was within discretion of Con¬ 
gress to include charitable or educational institutions 
on the same terms as business or social organizations 
or if it included the former, to limit in such way as 
Congress thought proper the enjoyment of the pre¬ 
ferred position, and the language of the act evinces a 
clear purpose to exclude charitable or educational insti¬ 
tutions without limiting the enjoyment of their pre¬ 
ferred positions and all that is requisite under the Act 
is that the institution claiming exemption shall be 
organized and operated exclusively for one of the 
named purposes. D. C. Code Supp. V, T. 8, § 311(b) 
(7). 

“Where the District of Columbia Unemployment Com¬ 
pensation Act exempted service performed in the 
employ of a corporation, community chest, fund or 
foundation organized and operated exclusively for 
religious, charitable, scientific, literary or educational 
purposes, without including the limitation that no sub¬ 
stantial part of the activities of which is carrying on 
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propaganda or otherwise attempting to influence legis¬ 
lation, which appeared in other laws, intent of Congress 
was to make the exception apply where the primary 
i and exclusive purpose was religious, charitable or edu¬ 
cational. D. C. Code Supp. V, T. 8, § 311 (b) (7.) 
Application for writ of certiorari denied December 21, 
1942 by the Supreme Court of the United States, 87 L. 
Ed. Adv. Opinions No. 5, p. 224. 

i We contend that the foregoing decision is clear and deci¬ 
sive on the facts existing in this case and the appellant is 
entitled to a recovery of the taxes paid, 
i Furthermore, on March S, 1943, this Court approved the 
foregoing decision in the case of the National Rifle Asso¬ 
ciation of America v. District of Columbia Unemployment 
Compensation Board, 77 App. D. C. 290, 134 Fed.. 2d 524, 
and the Appellate Court in this case dealt principally in its 
decision with the fact that the appellant elected to incorpo¬ 
rate under the Laws of the State of New York under the sec¬ 
tion providing for the organization of“ societies or clubs for 
certain social and recreation purposes” instead of the New 
York Statute which provided for the incorporation of 
“benevolent, charitable, scientific and missionary societies,” 
while in the case at bar the appellant did in fact incorporate 
under the section of the D. C. Code which provides only for 
the incorporation of “charitable, scientific, educational, and 
religious associations,”. This late decision of this Court 
strengthens our position and we contend entitles us to the 
relief or recovery sought here. 

Even if the powers and objects of the appellant were 
set out differently in its charter, it would still, we think, 
come -within the principles laid down in the Jones and 
International Reform Federation cases, supra, and entitle 
appellant to the exemption under the provisions of the 
Federal Social Security Act, in that the facts show its 
operation and activities are so clearly within the realm of 
education of the public, as in the case at bar. To say that 
this appellant does not come within the provisions of such 
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exemption and the principles of law laid down in the Jones 
and International Reform Federation cases, on account of 
the difference in the wording of the powers, we think should 
not receive favorable consideration of this Court. The 
scheme of all Better Business Bureaus throughout the 
entire United States, (not alone in this case), inherently 
results in the education of the public and necessarily so. 
It is a well known public fact that the primary object of all 
of these Better Business Bureaus is that they are organized 
to educate the public, irrespective of any difference in 
verbage creating their powers in their respective charters. 

The above argument is supported in the decision of this 
Court in the case of Hazen, et al., Commissioners of the 
District of Columbia v. The National Rifle Association of 
America, Inc., decided December 5,1938, 69 D. C. App. 339, 
101 Fed. (2d) 432. This Appellate Court held: 

“* * * To ascertain whether the property of a corpora¬ 
tion is used for educational purposes within a tax 
exempt Statute, the Corporation must be judged not 
only by its declared objects, but also by what activities 
are actually carried on. 

“The primary use made of property determines whe¬ 
ther it is exempt from taxation as used for educational 
purposes * • *” 

Other cases can be cited upholding this doctrine, among 
them being numerous decisions along the lines of the 
Chemist Club v. United States, decided June 26, 1927, 64 
Court of Claims 160, viz: 

“* * • If the criterion is the dominant feature of the 
organization it is not difficult to determine that the 
‘Chemist Club’ is not a social club because its dominant 
purpose is that of a scientific or educational organiza¬ 
tion* * *” 

In this case the plaintiff sued and recovered a judgment 
for the refund of taxes. The Government attempted to 
have the plaintiff classified as a social club on account of 
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some of its activities but the Court exempted it from taxa¬ 
tion as a scientific institution nevertheless. 

The actual activities of a corporation showing whether 
or not it is organized for educational purposes or any other 
exempt purpose are important, when the same are within 
the powers as in the case at bar, so far as the judicial 
determination of the exemption is concerned, and in the 
Hazen case, supra, exemption was denied primarily on the 
ground that the corporation engaged in political and other 
non-educational activities. 

This and other Better Business Bureaus throughout 
tljte United States are in their very nature also civic 
but that fact has not prevented the courts from 
exempting them from this or any other tax where 
their activities bring them within the exemption law. 
The fact of the matter is that in the Jones and International 
Reform Federation cases, the Government tried to show 
tl^at the Better Business Bureau, the appellee, was a civic 
institution and not an educational one and therefore not 
entitled to the exemption. This argument or theory of the 
Government was rejected totally by the United States Cir¬ 
cuit Court of Appeals in this case. 

The case at bar is identical with that of the decision of 
the United States Court of Appeals for the 10th Circuit in 
Jones, Collector v. Better Business Bureau of Oklahoma 
City, supra. 

In conclusion, further supporting our contention, we 
believe we should call the Court’s attention to the fact that 
the Better Business Bureaus operating in the United States, 
all practically operate in the same manner, although the 
wording of the powers contained in the various articles of 
incorporation of such organizations may vary, but all such 
powers attempt to attain the same objective. 

This is common knowledge and supporting the same we 
quote the powers conferred by the charter of the Better 
Business Bureau of Oklahoma City, aforesaid, which read 
as follows: 
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“To inform and to educate the public by various forms 
of publicity or otherwise, as to the difference between 
honest and legitimate advertising and that which is 
misleading, dishonest, and improper in order to create 
public confidence in honest and legitimate advertising 
and honest and legitimate business, and to prevent the 
public from being misled by persons using unfair ad¬ 
vertisements or unfair business methods. 

“By all proper means to educate and inform mer¬ 
chants, manufacturers, and other business men as to 
honest, fair and legitimate advertising and business 
•methods and the discouragement of unfair competition 
and unfair dealings with the public * * *” 

(See: Transcript of Record, p. 4, Jones case, supra). 

By comparison this Honorable Court will readily see 
the intent and purpose in the above powers and those con¬ 
tained in the articles of incorporation of the appellant, the 
Better Business Bureau of Washington, D. C. Inc., which 
we restate as follows: 

“* * # the object for which it is formed is for the 
mutual welfare, protection and improvement of busi¬ 
ness methods among merchants and other persons en¬ 
gaged in any and all business or professions and occu¬ 
pations of every description whatsoever that deal 
directly or indirectly with the public at large, and for 
the educational and scientific advancements of business 
methods among persons, corporations or associations 
engaged in business in the District of Columbia so that 
the public can obtain a proper, clean, honest and fair 
treatment in its dealings or transactions with such mer¬ 
chants, tradesmen, corporations, associations or per¬ 
sons following a profession and at the same time 
protecting the interest of the latter classes of busi¬ 
nesses to enable such as are engaged in the same to 
successfully and profitably conduct their business and 
for the further purpose of endeavoring to obtain the 
proper, just, fair and effective enforcement of the Act 
of Congress approved May 29th, 1916, otherwise known 
as “An Act to prevent fraudulent advertising in the 
District of Columbia.” 
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The verbage in the foregoing paragraphs, while different, 
nevertheless both of them as heretofore stated seek to 
attain the same object, that is to educate business men, 
bankers and professional men and the public by teaching 
of honesty, integrity, and truthfulness to gain a very high 
objective and standard in the conduct of various businesses 
and professions thereby giving the public the advantage 
thereof in their daily dealings as well as teaching the public 
how to protect its interest as a consumer or patron. This 
is a point that the District Court decided in Jones, Collector 
case, supra. Among other things, District Judge Vaught 
said: 

# * Q ne 0 f i|. s ma j n objectives is to warn the unsus¬ 
pecting purchaser, by pamphlets, bulletins, and radio, 
! against the fascinating and intriguing neighborhood 
canvasser and imposter, who represents that he is sell- 
i ing articles of extremely high quality at exceedingly 
low cost when in fact the articles offered for sale are 
| of inferior quality and the sales price high. It par¬ 
ticularly warns the public against the misleading and 
deceptive representations of irresponsible promotors 
i dealing in capital stocks, units in so-called common- 
law trusts, and other questionable securities of little or 
no value, to the end that people of small means and 
income may be protected against worthless invest¬ 
ments.” * * * 

This doctrine of course was approved by the Appellate 
Court in affirming the decision in the Jones case, supra. 

Comment on the Decisions of the Lower Courts. 

Mr. Justice Bailey in his Memorandum Opinion filed in 
this case in the lower court decided in favor of the defend¬ 
ant, the United States, it appears to us on the theory that 
there is a conflict of law in the decisions of the United 
States Court of Appeals for the 10th District and this 
Honorable Court as he states therein— . 

“The theory of the decision of the Circuit Court of 
! Appeals of the 10th Circuit in Jones v. The Better Bust- 
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ness Bureau of Oklahoma City, 123 Fed. 2d 767, that 
exemptions of this nature should be liberally con¬ 
strued, is contrary to the theory of the Court of Ap¬ 
peals of this District. See National Rifle Association 
v. The District Unemployment Compensation Board, 
134 F. 2d 524.” 

We believe that he erred in arriving at such a conclusion, 
as we think this Court will not only approve the decision 
of the United States Court of Appeals for the 10th District 
but differentiate between the decision of this Court in the 
case of the National Rifle Association, supra, and that of the 
Jones case, supra, to the extent that the construction of 
law on the facts as exist in the Jones case and the case at 
bar justify a construction which will bring it in the classi¬ 
fication of educational institutions entitling the better busi¬ 
ness bureaus to the exemption of the Federal Social Se¬ 
curity Law, ( Old Colony Railroad Company v. Commis¬ 
sioner of Internal Revenue, 284 U. S. 552, 76 L. Ed. 484). 
Justice Bailey also bases his conclusion in the case at bar 
on the decision of the Municipal Court of Appeals for the 

District of Columbia in the case of the Better Business 

\ 

Bureau of Washington, D. C. Inc. v. District Unemployment 
Compensation Board, 71 W.L.R. 1303, holding that this 
appellant was not organized exclusively for educational 
purposes, giving no reasons how he reached this conclusion. 
In this decision we think he is in error as the facts in the 
case do not justify such a conclusion and for other reasons 
stated by us herein below with respect to the decision of 
the aforesaid Municipal Court of Appeals. 

In the case of the Better Business Bureau of Washington, 
D. C. Inc. v. District Unemployment Compensation Board, 
above referred to, we contend that the Municipal Court of 
Appeals erred in its conclusion in this case as it would 
appear from the same that the powers and function of the 
appellant was to create better business methods through 
the means of educating the business man and the public. 
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This lower court lost sight of the fact that its powers gave 
the appellant authority and its actual performances are 
shown by the facts in this case to the effect that it was to 
educate merchants and bankers on the subject of practices 
of how to attain “better business standards’’ and also the 
public how to obtain the benefit of honest, clean and better 
business methods which were necessary in order to accom¬ 
plish the object for -which this organization was created. 
Further, the facts show, among other things, that the aid 
and assistance of this appellant as the result of its edu¬ 
cational campaign through the press, radio and other direct 
methods in reaching the public, it gave various government 
and District of Columbia agencies material aid, all of 
which proves that the appellant was a corporation organ¬ 
ized and operating exclusively for educational and scientific 
purposes. 

So far as the addendum of the Chief Judge in the decision 
of the Municipal Court of Appeals is concerned, we think 
his observation is immaterial as he refers to only one of 
th4 minor powers or objects of the appellant which in itself 
the Courts have decided time and again do not destroy the 
exemption under the Act, (W. Trinidad , Insular Collector 
v. Sagrada Orden De Predicadores, etc., 263 U. S. 578, 68 L. 
Ed. 458; Northwestern University v. Illinois , 99 U. S. 309, 
25 L. Ed. 387; Lederer, Collector, v. Stockton , 260 U. S. 3, 
67 L. Ed. 99, and this is true as the appellant does in no 
manner enforce the law but only furnishes to the enforce¬ 
ment officer data and assistance that will enable his office to 
avoid or correct any violations of the law and this end is 
only attained through an educational channel so far as the 
public is concerned, by showing the violators and how they 
operate and how the public should avoid losses which may 
otherwise occur. 

It appears to us that this Court in arriving at its decision 
in the District of Columbia Unemployment case entirely 
ignored the important part or theme of the decision of the 
United States Court of Appeals in the case of Jones , Col¬ 
lector v. Better Business Bureau, supra , by holding that 
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the appellant in this case was organized for a different 
purpose. The reading of the charters in this case and that 
of the case at bar (R. 22-23) will show very narrow reason¬ 
ing as it states— 

“it was held from a reading of the charter of the 
Oklahoma Bureau that the purposes were 4 to educate 
the public ’, and it was within the exemption provided 
by the Social Security Act.” 

The record in the Jones case speaks for itself and will 
show that the activities of the Oklahoma Better Business 
Bureau are identical with that of the appellant, irrespective 
of the fact that the verbage making up its powers read 
differently. The object and purposes are the same and this 
is true with respect to all Better Business Bureaus through¬ 
out the United States. 

Reference is also made by the Municipal Court of Appeals 
for the District of Columbia to the decision of this honor¬ 
able court in the case of the National Rifle Association v. 
District Unemployment Compensation Board, 134 Fed. 2d 
524, with respect to the rule of construction laid down in 
that case. We do not think that the rule of construction 
needs any liberalization to bring the case at bar within the 
exemption of the Federal Social Security Act as we contend 
the facts show that the appellant was a corporation clearly 
organized and operating exclusively for educational or 
scientific purposes, just as in the Jones case, supra. The 
facts will show that the activities of the appellant under 
the powers conferred upon it by its charter and those of 
the Better Business Bureau of Oklahoma in the Jones case 
are identical and therefore we say again it brings the appel¬ 
lant within the exemption, if the decision in the Jones case 
is to stand, and also within the principles of law laid down 
by this appellate court in the case of the International 
Reform Federation, supra, and we therefore contend that 
the Municipal Court of Appeals erred in not following these 
two important authorities by allowing the appellant the 
exemption sought in that case. 
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CONCLUSION. 

For the reasons stated, it is respectfully submitted that 
the Trial Court erred in denying the exemption sought by 
this appellant in sustaining the Motion for Summary Judg¬ 
ment in favor of the appellee and the action of the lower 
Court should be reversed. 

Respectfully submitted, 

Simon Lyon 
R. B. H. Lyon 
Attorneys for Appellant. 
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1 Filed Sep. 30, 1942. 

In the District Court of the United States 
for the District of Columbia. 

! Civil Action No. 17271. 

i Better Business Bureau of Washington, D. C., Inc., 
Evening Star Building, Plaintiff, 

v. 

The United States, Defendant. 
COMPLAINT. 

For the Refund of Social Security Taxes 

The Petition of the Better Business Bureau of Washing¬ 
ton, D. C. Inc. respectfully represents: 

L 

That it is a corporation organized on the 10th day of 
August, 1920, under the corporate laws of the District of 
Columbia, Act of March 3, 1901, 31 Stat. Ch. 854, par. 599; 
Ch. 6, p. 834 D. C. Code (1940), and has existed continuously 
since the aforesaid date of organization and still continues 
to operate under said laws, reference being hereby made 
to its charter and amendments thereto filed in the office 
of the Recorder of Deeds of the District of Columbia as 
required by law, numbers 15823, 15846, 17644, and 25146, 
which are prayed to be considered a part of this Petition. 

n. 

i That this Court has jurisdiction by virtue of the fact 
that the controversy arises under the revenue laws of the 
United States of America and that this Court is given 
jurisdiction over such controversies by the acts of Congress 
and specifically by 28 USCA c. 2, Sec. 41 (5) Sec. 563; par. 
5; Section 629, par. 4, March 3, 1911, c. 231, Sec. 24 par. 5, 
36 Stat. 1092, etc. 
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m. 

That this Plaintiff is incorporated as an educational, 
scientific and civic corporation under the above mentioned 
Act of Congress (Paragraph I); that the purpose 
i 2 or purposes for which it was chartered as disclosed 
by the Articles of Incorporation on file in the office 
of the Recorder of Deeds of the District of Columbia are 
as follows: 

I “That the corporate name of the organization shall be 
i the “Better Business Bureau of the District of Columbia’* 
and the object for which it is formed is for the mutual 
i welfare, protection and improvement of business methods 
among merchants and other persons engaged in any and 
i all business or professions and occupations of every de- 
1 scription whatsoever that deal directly or indirectly with 
the public at large, and for the educational and scientific 
advancements of business methods among persons, corpor¬ 
ations or associations engaged in business in the District 
i of Columbia so that the public can obtain a proper, clean, 
honest and fair treatment in its dealings or transactions 
i with such merchants, tradesmen, corporations, associations 
or persons following a profession and at the same time 
protecting the interest of the latter classes of businesses to 
! enable such as are engaged in the same to successfully and 
profitably conduct their business and for the further pur- 
! pose of endeavoring to obtain the proper, just, fair and 
effective enforcement of the Act of Congress approved May 
29th, 1916, otherwise known as “An Act to prevent fraud¬ 
ulent advertising in the District of Columbia.” 

i under which this Plaintiff has continuously since its organ¬ 
ization confined its operations. 

IV. 

The Plaintiff operates as an educational, scientific and 
civic organization, and is supported by voluntary sub- 
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scriptions only, the amounts of the same varying according 
to the assent of the subscriber, and this organization is 
conducted without any profit to any individual or corpor¬ 
ate member thereof, it having no capital stock, and the 
only salaries paid by it are those paid to its Director who 
isi the General Manager, and those employed under him to 
carry out the work created by the powers contained in its 
aforesaid charter and by-laws formulated thereunder, all 
officers and directors of this Plaintiff corporation serving 
voluntarily and without any compensation. 

V. 

That the Plaintiff furnishes information to members 
and non-members of the corporation without discrimin¬ 
ation and charges no fee to any one; that it has at- 
3 tempted to educate and inform merchants, manu¬ 
facturers, bankers and consumers as to honest, fair 
and legitimate advertising and business methods, and to 
protect the consumer from fraud, misrepresentation or 
other injustice and has by every means within its power at¬ 
tempted to discourage unfair competition and unfair deal¬ 
ings with the public. 


VL 

That this Plaintiff is exempt from the payment of tax¬ 
ation on its income under the Income Tax Laws of the 
District of Columbia and the United States on the ground: 

“That it is a corporation organized and operated exclu¬ 
sively for scientific, educational and civic purposes, and no 
part of its net earnings inures to the benefit of any private 
shareholder or individual, and it being a non-profit organi¬ 
zation, operating by voluntary subscriptions.’ 7 (Act of July 
26, 1939, 53 Stat. 1087, Ch. 367, Title 2, par. 2; July 2,1940, 
50 Stat. 734, Ch. 524, Title 2; and Section 101 (7) of the 
Federal Income Tax Act of 1938; Ch. 1 Internal Revenue 
Code, approved February 10, 1939, respectively). 
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vn. 

That the Federal Social Security Act approved August 
14, 1935, and amendments thereto, contains what is com¬ 
monly referred to as Title VIII, being Chap. 531, Title 
VIII, Sections 801 to 811, inclusive, 49 Stat. 636 to 639; 
that said act imposes upon the employer a tax of one per 
cent of the wages paid to employees, by such employer dur¬ 
ing the years of 1937,1938,1939,1940 and 1941, and imposes 
a tax of one per cent during the aforesaid years upon the 
wages received by employees; that said tax is limited, how¬ 
ever, to the first $3,000.00 paid to, or received by an 
employee during the calendar year, and provides that the 
employer shall deduct from the employees’ wages the 
taxes imposed upon the employees, and that the employer 
shall remit with the taxes imposed upon him, or it, the 
amount so deducted as a tax upon his employees’ wages. 

vm. 

That the Comissioner of Internal Revenue (through the 
Collector of Internal Revenue at Baltimore, Maryland), 
acting for and on behalf of the United States, and 
4 assuming to act as such and under the provisions of 
the aforesaid Act, arbitrarily assessed and collected 
from this Plaintiff corporation such sums of money for the 
purposes of the aforesaid Act upon the theory that this 
Plaintiff was subject to the requirements and provisions of 
the same, which payment of monies is otherwise commonly 
known as “the Social Security Tax,” and which were as 
follows: 

Social Security Taxes assessed and collected for the 


Calendar Year of 1937. 

.$ 209.01 

»» 


”1938. 

. 294.91 

»» 

»> 

”1939. 

. 274.08 

»» 

>» 

”1940. 

. 255.56 

»> 

>> 

”1941.. 

. 292.98 



Total. 

.$1326.54 
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That in order to avoid penalties and other punishment 
for non-compliance of such demands for the above men¬ 
tioned Social Security Taxes, this Plaintiff did make the 
above mentioned payments as hereinbefore stated to the 
Commissioner of Internal Revenue, (through the Collector 
of Internal Revenue, Baltimore, Maryland), aforesaid, as 
required by it and on the dates and in the amounts pre¬ 
scribed by it, all of which monies were turned in to the 
United States Treasury in due course by the said Defend¬ 
ant, and now remain therein, as shown by the records of 
the Commissioner of Internal Revenue, Treasury Depart¬ 
ment, hereby referred to and prayed to be considered a 
part of this Petition, consisting of the assessment returns, 
records of payment and receipts of the Collector of Internal 
Revenue. 

IX. 

That on or about January 25, 1941 and February 7, 1942 
the Plaintiff duly filed with the Commissioner of Internal 
Revenue claims for refund for the aforesaid Social 
Security Taxes in the sum of $1,033.56 and $292.98, total¬ 
ing the sum of $1,326.54, as provided by Sections 3220 and 
3228 of the U. S. Revised Statutes, and Section 1422 of 
Ch. 9, sub-ch. A of the Social Security Act as amended, on 
Form No. 843 prescribed by the regulations of the 
5 Bureau of Internal Revenue for this purpose cover¬ 
ing the calendar years from January 1, 1937 to De¬ 
cember 31, 1940 and for the calendar year of 1941, claiming 
the? refund of the aforesaid Social Security Taxes on the 
ground that they were erroneous and illegal, as this 
Plaintiff corporation was and is being conducted as an 
educational, scientific and civic corporation and therefore 
exempt from taxation under Sec. 1011, Title 42, USCA, 
Title VIH, Sec. 811, 49 Stat. 639, herinbefore set out, for 
the reason that it was a corporation whose activities were 
confined to educational, scientific and civic purposes and 
solely derived its income from voluntary subscriptions or 
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contributions used to defray its necessary operating ex¬ 
penses, and no part thereof inuring to the benefit of any 
private individual or shareholder. 

Said applications were on proper form of the office of 
the Commissioner of Internal Revenue of the Treasury 
Department, as required, and were in all respects complete, 
regular and in accordance with the laws and regulations 
and were accompanied by the necessary evidence and proof 
of facts. The facts alleged in said applications were not 
traversed or denied by the Commissioner of Internal Rev¬ 
enue or by any representative of the United States. 
Although said applications were in all respects complete 
and in due form, nevertheless the Commissioner of In¬ 
ternal Revenue refused and denied said applications on 
July 3, 1941 and June 26, 1942, respectively, on the follow¬ 
ing ground: 

“The records of the Bureau indicate that your organiza¬ 
tion has been granted exemption from Federal income tax 
under the provisions of Section 101(7) of the Revenue Act 
of 1936 and the corresponding provisions of prior revenue 
acts applying to business leagues, chambers of commerce, 
real-estate boards, or boards of trade, not organized for 
profit, and no part of the net earnings of which inures to 
the benefit of any private shareholder or individual. The 
provisions of Section 101(7) of the Revenue Act of 1936 
and the corresponding provisions of prior revenue acts 
are similar to the provisions of Section 101(7) of the 
Internal Revenue Code. The exempt status so established 
under income tax laws does not extend to the taxes 
imposed under Title VIII of the Social Security Act or the 
Federal Insurance Contributions Act. There is no provision 
in such acts under which your organization is 
6 entitled, by reason of its character or purposes, to 
exemption from the taxes imposed thereby.’* 
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as shown by the records of the Commissioner of Internal 
Revenue, and is hereby referred to and prayed to be con¬ 
sidered a part hereof. 

X. 

That this civil action is brought by the Plaintiff in its 
behalf and in behalf of Claude H. Woodward and other 
employees of the Plaintiff who have been required to con¬ 
tribute the payment of such tax; that as and if judgment 
is rendered in its favor, it will return to its employees the 
amount of tax it has collected from them in order to comply 
with the demands of the Defendant. 

XL 

Your Plaintiff is advised by its counsel, and therefore 
avers, that the Social Security taxes collected from it are 
erroneous and illegal, which reasons were urged at the 
time of the filing of the claims for refund in the Treasury 
Department, and which reasons are urged here, and are 
set out in the preceeding paragraph. 

XU 

No action upon this claim other than herein set forth has 
been taken before Congress or any other Department of 
the Government. 

XIII. 

i The plaintiff avers that there is justly due and owing 
to it on account of matters herein set forth the sum of 
$1,326.54, after deducting all just off-sets and demands on 
part of the United States, and that it is the sole owner of 
the claim herein sued upon, and no assignment or transfer 
of the claim or any part hereof or interest in the same has 
been made. * 

i Wherefore, the plaintiff prays findings of fact and 
judgment for the sum of $1,326.54, with interest from the 
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date of the respective payments of the aforesaid Social 
Security Taxes as provided by law, and for such other 
relief to which it may be entitled. 
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Attest: 

Claude H. Woodward, 

Secretary. 

Lyon & Lyon, 

Attorneys for Plaintiff , 

701 Evans Building, 

Washington, D. C. 

District of Columbia 
City of Washington 

Personally appeared before me, a Notary Public, in and 
for the District of Columbia, Edward C. Baltz, who being 
duly sworn according to law, deposes and says that he is 
the President of the Better Business Bureau of Washing¬ 
ton, D. C., Inc., and is duly authorized to make oath to this 
cause, and that he has read and understands the foregoing 
Petition and that the facts herein set forth are true in 
substance and in fact as he is informed and believes. 

Edward C. Baltz 

Subscribed and sworn to before me this 29th day of 
September, 1942. 

Henry J. Baltz, 

[Sbal] Notary Public , D. C. 

My commission expires March 1, 1945 

• ••••••••• 



Better Business Bureau of 
Washington, D. C., Inc. 

By: Edward C. Baltz, 

President. 
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9 Filed Dec. 14, 1942. 

ANSWER. 

Now comes the defendant, the United States of America, 
by its attorney, Edward M. Curran, United States At¬ 
torney in and for the District of Columbia, and for its 
answer to the complaint filed herein: 

1. Admits the allegations contained in paragraph num¬ 
bered I thereof. 

2. Admits the allegations contained in paragraph num¬ 
bered II thereof. 

13. Answering paragraph numbered III of the complaint, 
the defendant alleges that it is without knowledge or infor¬ 
mation sufficient to form a belief as to the truth of the 
allegations contained therein and therefore denies said 
allegations. 

4. Answering paragraph numbered IV of the complaint, 
the defendant alleges that it is without knowledge or infor¬ 
mation sufficient to form a belief as to the truth of the 
allegations contained therein and therefore denies said 
allegations. 

5. Answering paragraph numbered V of the complaint, 
the defendant alleges that it is without knowledge or infor¬ 
mation sufficient to form a belief as to the truth of the alle¬ 
gations contained therein and therefore denies said alle¬ 
gations. 

10 6. Denies the allegations contained in paragraph 
numbered VI of the complaint. 

7. Admits the allegations in paragraph numbered VII of 
the complaint, except that the defendant alleges that for 
the years 1940 and 1941, respectively, the Federal Social 
Security Act and amendments thereto referred to in said 
paragraph imposed upon each the employer and the em¬ 
ployees, respectively, a tax of one and one-half per cent of 
the wages paid to and received by said employees, instead 
of one per cent of said wages as alleged therein. 
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8. Admits the allegations in paragraph numbered VIII 
of the complaint, except that the defendant denies that the 
social security taxes referred to in said paragraph were 
arbitrarily assessed and collected from plaintiff, as alleged 
therein. Further answering said paragraph, the defendant 
alleges that the correct amount of said taxes assessed 
against and collected from plaintiff for the years 1937 to 
1941, inclusive, was in the aggregate sum of $1,379.02, 
instead of $1,326.54, as alleged therein, which amount was 
paid by plaintiff as social security taxes during said period. 

9. Answering paragraph numbered IX of the complaint, 
the defendant admits that plaintiff filed two claims for 
refund for the recovery of aforesaid social security taxes 
in the total sum of $1,326.54 on the ground that it was 
exempt from federal taxes, and admits that said claims for 
refund were disallowed by the Commissioner of Internal 

Revenue, as alleged therein. Further answering said 
11 paragraph, the defendant alleges that it is without 
knowledge or information sufficient to form a belief 
as to the truth of each and every other allegation of fact 
contained therein, and therefore denies said allegations. 

10. Admits the allegations contained in paragraph num¬ 
bered X of the complaint, except that the defendant denies 
that this action is brought in behalf of Claude H. Wood¬ 
ward and other employees of plaintiff, as alleged therein. 
Further answering said paragraph, the defendant alleges 
that plaintiff has not complied with Section 402.704 (b) 
of Treasury Regulations 106, and, therefore, if judgment 
is rendered in pliantiff’s favor herein, the amount thereof 
is limited to that portion of the aforesaid social security 
taxes which plaintiff paid as an employer under Section 
804 of Title VIII of the Social Security Act, as amended. 

11. Denies each and every allegation contained in para¬ 
graph numbered XI thereof. 

12. Admits the allegations contained in paragraph num¬ 
bered Xll thereof. 
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13. Denies each and every allegation contained in para¬ 
graph numbered XIII thereof. 

Wherefore, . the defendant demands judgment dis¬ 
missing the complaint filed and that it be awarded the costs 
and disbursements of this action. 

Edward M. Curran, 

United States Attorney, 

Grace B. Stiles, 

Assistant United States Attorney , 
Attorneys for Defendant. 

m • * • • • • • • • 

12 Filed Apr. 26, 1943. 

STIPULATION OF FACTS. 

I It is hereby stipulated and agreed by and between the 
parties herein, by their respective attorneys of record, that 
the following statements of fact shall be taken as true; pro¬ 
vided, however, that this stipulation shall be without 
prejudice to the right of either party to introduce other and 
further evidence not inconsistent with the facts herein 
stipulated. 

I. 

Plaintiff, Better Business Bureau of Washington, D. C. 
Inc., is a corporation duly created and existing under the 
laws of the District of Columbia, having been incorporated 
on or about the 10th day of August, 1920, under the Act of 
March 3,1901, (31 Stat. c. 854, par. 599). Plaintiff has been 
continuously since the date of its incorporation actively 
conducting its operation in the City of Washington, in the 
District of Columbia. 


IL 

i The objects for which plaintiff was formed as stated in 
its Certificate of Incorporation are as follows: 

13 “ * * * the object for which it is formed is for the 

mutual welfare, protection and improvement of busi- 
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ness methods among merchants and other persons engaged 
in any and all business or professions and occupations of 
every description whatsoever that deal directly or indi¬ 
rectly with the public at large, and for the educational and 
scientific advancements of business methods among per¬ 
sons, corporations or associations engaged in business in 
the District of Columbia so that the public can obtain a 
proper, clean, honest and fair treatment in its dealings or 
transactions with such merchants, tradesmen, corporations, 
associations or persons following a profession and at the 
same time protecting the interest of the latter classes of 
businesses to enable such as are engaged in the same to 
successfully and profitably conduct their business and for 
the further purposes of endeavoring to obtain the proper, 
just, fair and effective enforcement of the Act of Congress 
approved May 29th, 1916, otherwise known as “An Act 
to prevent fraudulent advertising in the District of 
Columbia.” 

A copy of Plaintiff’s Revised By Laws adopted by its 
Board of Trustees on December 8,1938, are hereto attached 
and made a part hereof as Exhibit “A”. 


m. 

Plaintiff was not organized for profit and has no shares 
of stock; nor does any part of its earnings inure to the 
benefit of any private shareholder or individual; it pays 
no dividends, and makes no refunds or disbursements to 
any person interested. Information that it has compiled is 
available to any one, and it makes no charge for any infor¬ 
mation furnished. There is no discrimination between 
members or non-members. Anyone who takes the trouble 
to inquire may have all the information that the Bureau 
has available or can obtain. 

The money to carry on the work of the Bureau is raised 
by voluntary subscription or membership fees from inter¬ 
ested business people; there is no fixed membrship fee. 
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One individual or company may contribute $25.00, while 
another may contribute $100.00 or more. Its budget 

14 for the years of 1936 to 1941 inclusive differed in 

! various amounts for its complete operation under 

its charter. The entire sum of the aforesaid budget was 
raised by contributions and none of it was defrayed by fees 
or charges made in connection with the service that it rend¬ 
ered to the various individuals, companies or people who 
took advantage of the slogan “Before you invest, investi¬ 
gate.” 

Its Board of Trustees are elected annually from the 
membership. (See pamphlet attached hereto and made a 
part hereof as Exhibit B.) Its officers are elected by the 
Board of Trustees. They have nominal duties and are paid 
no salary. The only paid employees are the Managing 
Director and a limited number of employees serving under 
him. In carrying out its charter purposes, plaintiff’s work 
is divided roughly into five subdivisions. They are—(1) 
Fraud Prevention (2) the fighting of Fraud, (3) the 
elevation of business standards, (4) informing and advising 
the consumer as a buyer, and (5) furnishing information 
and aid to various agencies of the Governments of the 
District of Columbia and the United States. 

! (1) In the Fraud Prevention work, the purpose is to 
inform and warn its members and members of the general 
public of plans and schemes of various types of swindlers. 
Most of this service consists of answering specific inquiries. 
The Bureau furnishes the public with what information it 
has and when the facts are made available to the pros¬ 
pective victim the swindle usually appears rather obvious 
to even an illiterate person. A substantial part of the fraud 
prevention work has been in cooperation with newspapers 
and radio networks which, when the Bureau shows them 
that the prospective advertiser is a swindler, results 

15 many times in the refusal of the advertisement or 
offering, thus limiting materially the opportunity of 

the swindler to contact his prospective victim. 
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(2) In Fraud fighting, general and abstract fraudulent 
practices are brought to the attention of the public. The 
true facts are carried in newspaper stories, radio talks, 
bulletins and posters so that the public may be thoroughly 
informed and protected. These are addressed to the public 
in general and are not in any way limited to the members. 
In many instances schemes are killed and do not have a 
chance to occur because the public was informed of these 
schemes. 

(3) In the elevation of business standards, the purpose 
is to show and convince merchants that applying the 
doctrine of caveat emptor is not good business. In showing 
and convincing merchants that misleading advertising, 
extravagant claims and price comparisons are not good 
business, the Bureau, not representing any particular mer¬ 
chants and having no axe of its own to grind,* is in a 
peculiarly advantageous position in talking with the mer¬ 
chants. The elevation of business standards and ethics is 
obtained by meetings attended by official representatives 
of chain stores, independents, and every type of merchant 
where the follies of dishonest or at least unethical mer¬ 
chandising are pointed out and where a constructive, vol¬ 
untary, plan of honest advertising is advocated, and which 
frequently results in the merchants adopting a program 
and the elimination of comparative prices, all in the interest 
of public confidence. In some instances special meetings of 
this character are held of particular business groups. 

(4) The Bureau deals with the public in its fourth class 
of work. The Bureau believes that the public as a 

16 consumer has as much interest in our economic 
scheme as business men have, and that the public 
and the business man should work together for a better 
understanding of each other’s problems. This is accom¬ 
plished through talks by the Managing Director, Assistant 
Manager and other representatives of the Bureau to groups 
of individuals, and it is also carried on through the 
Bureau’s bulletins and by newspaper stories and radio 




16 


addresses. The consuming public must be protected from 
fraudulent practices by making inquiries from some reliable 
source before its money is spent or before it becomes 
involved in any unknown or doubtful proposition. If the 
consuming public spends its money unwisely, it is a loss 
not only to the consumer, but to everyone else. 

(5) The Bureau also cooperates with the various govern¬ 
mental agencies interested in law enforcement, as follows: 
United States Federal Trade Commission, United States 
Post Office, Department of Justice, and certain War Emer¬ 
gency Agencies, etc., Health Department, License Bureau, 
Insurance Department, etc. of the District of Columbia. 

The Bureau furnishes needful valuable and required 
proof to interested governmental agencies of schemes 
which they desire to know about in order to take immediate 
action to protect the public. The Bureau has nothing what¬ 
ever to do with the enforcement of the law; that is the duty 
of the above mentioned various government agencies. 

There are some eighty-five other Better Business 
Bureaus in the United States. The purposes of these 
Bureaus are substantially similar and each Bureau ex¬ 
changes information with other Bureaus, but each is 
independently operated by local citizens and all the 
expenses are likewise defrayed by local citizens. 

17 Plaintiff has never indulged in any political activ¬ 
ities nor does it have anything whatsoever to do 
with same. 

IV. 

Plaintiff was granted exemption from federal income 
taxes under the provisions of Section 101(7) of the Internal 
Revenue Code and the corresponding provisions of the 
Revenue Act of 1938 and prior Revenue Acts, applying to 
business leagues, chambers of commerce, real estate boards 
or boards of trade not organized for profit, and no part of 
the net earnings of which inure to the benefit of private 
shareholder or individual. 
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For the taxable period beginning January 1, 1937 and 
I up to and including the taxable period ending December 
31, 1941, plaintiff filed with the Commissioner of Internal 
Revenue, Treasury Department Forms SS-1 and SS-2 
i under Title VIII of the Social Security Act and the Federal 
Insurance Contribution Act. The Social Security tax re- 
1 ported on each of these returns was assessed against and 
1 paid by plaintiff to the Collector of Internal Revenue for 
I the District of Maryland for each of the calendar years 
1 1937 to 1941 in the following amounts: 


1937 .$268.53 

1938 . 277.67 

1939 . 274.08 

1940 . 265.56 

1941 . 292.98 


Total.$1,378.82 


VL 

On or about January 21, 1941 and February 7, 1942, 
• plaintiff duly and timely filed with the Collector of 

! 18 Internal Revenue two claims for refund of the afore¬ 
said social security taxes in the sum of $1,033.56 
! and $292.98, respectively, claiming refund thereof on the 
ground that plaintiff was “organized wholly for educa¬ 
tional, scientific and civic purposes”; no part of the income 
of which inured to the benefit of any private individual; 
i and that under the provisions of Section 1426(b)(8) of the 
Internal Revenue Code, it was exempt from the payment of 
federal social security taxes. Copies of said claims for 
i refund are hereto attached and made a part hereof as 
Exhibits “C” and “D”, respectively. 

vn. 

The Commissioner of Internal Revenue officially dis¬ 
allowed the aforesaid claims for refund on July 3, 1941 
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and June 26,1942, on which respective dates notices of dis¬ 
allowance thereof were sent to plaintiff by registered mail 
in accordance with Section 3773(a)(2) of the Internal Rev¬ 
enue Code. Copies of said letters are hereto attached and 
made a part hereof as Exhibits “E” and “F”, respectively. 

vm. 

The only issue involved in this action is whether or not 
plaintiff is exempt from taxation under the provisions of 
Section 1426(b)(8) of the Internal Revenue Code and the 
corresponding provisions of the Social Security Act and 
Federal Insurance Contribution Act. 

LYON & LYON, 

Counsel for Plaintiff . 

GRACE B. STILES, 

1 Ass’t. United States Attorney, 

Counsel for Defendant. 

April, 1943. 

19 Filed Apr. 26,- 

Exhibit A 

Revised By Laws of the Better Business Bureau of the 
District of Washington, D. C. Inc. 

i Unanimously adopted by the Board of Trustees at a 
duly and regular meeting called for that purpose on De¬ 
cember 6, 1938. 

Article L 

Object — Powers — Membership 

Section 1. There shall be no Capital Stock. 

Section 2. The Better Business Bureau of the District 
of Columbia has been incorporated or organized for the 
mutual welfare, protection and improvement of business 
methods among merchants, individuals or corporations and 
other persons or associations or organizations engaged in 
any and all business or professions and occupations of 
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every description whatsoever that deal directly or indi- 
I rectly with the public at large, and for the educational and 
scientific advancement of business methods among persons, 
; corporations or associations engaged in business in the 
i District of Columbia, so that the public can obtain a proper, 
i clean, honest and fair treatment in its dealings or trans- 
i actions with such merchants, tradesmen, corporations, 
i associations or persons following a profession, and at the 
same time protecting the interest and welfare of the latter 
classes of businesses to enable such as are engaged in the 
; same to successfully and profitably conduct their business, 
and for the further purpose of endeavoring to obtain the 
I proper, just, fair and effective enforcement of the Act of 
Congress, approved May 29th, 1916, otherwise known as 
“An Act to prevent fraudulent advertising in the District 
of Columbia,’’ and this corporation or organization shall 
be maintained solely by voluntary subscriptions or monies 
i paid in to the Bureau by any person, firm, corporation, or 
i association interested in better business ethics and methods 
and such person, firm, corporation or association making 
! payment of subscriptions thereto shall be eligible to mem- 
I bership. Membership to be held through yearly subscrip¬ 
tions, payable annually, semi-annually or quarterly, in 
advance. 

Section 3. The voluntary subscriptions, which may be 
! otherwise known as dues, of the Better Business Bureau of 
i the District of Columbia, shall be made in such amount or 
amounts as may be determined by the Board of Trustees. 

Section 4. That the Board of Trustees shall elect members 
to this corporation or organization and may prescribe 
i such rules and regulations from time to time as it may deem 
fit and proper for this purpose. 

Section 5. Immediately upon the adjournment of the 
annual meeting of the subscribers the newly elected Board 
! of Trustees shall convene for the purpose of organizing 
such new board and the election of the proper officers re- 
i. quired by the Charter of this corporation or organization. 
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Article II. 

Meetings 

Section 1. The annual meeting of the members shall be 
held on the third Tuesday of June in each year and may be 
recessed or adjourned from time to time at the pleasure of 
the members present at the same. 

20 Section 2. At such meeting of the members or sub¬ 
scribers, the only business to be transacted is the 
submission and consideration of the annual report from 
the Chairman of the Board, report of the Treasurer, 
reports of other officers as may be required by the Board; 
election of the Board of Trustees for the ensuring year 
and/or until the election of their successors, and such other 
business as the Board or Chairman may desire to bring to 
the attention and consideration of the members. 

Article III. 

i Board of Trustees. 

Section 1. The Board of Trustees shall be constituted as 
provided in the Charter of this corporation, that is, the 
number of such Board shall not be less than fifteen (15) 
nor more than forty (40). That in the event the members 
of this corporation or organization shall fail to provide 
or elect the total number of Trustees permitted by its 
Charter, such Board of Trustees shall have the power to 
nominate and elect the balance of the number of Trustees 
required or permitted by its Charter at any monthly meet¬ 
ing of said Board so as to enable such Board to have a 
full membership of forty (40) Trustees if it is so desired 
by said Board. The Board shall create and define the policy 
of this corporation or organization and shall have juris¬ 
diction over all matters not otherwise provided for and 
may have one regular meeting of the Board of Trustees 
in each month of the year. Special meetings of the Board 
may be called by the President or Chairman of the Board 
of Trustees at his discretion or any five (5) members 
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thereof may call such meetings on two days’ written 
notice. , 

Section 2. A Quorum of the Board of Trustees shall con¬ 
sist of twelve (12) members of the same. 

Article IV. 

Officers. 

Section 1. The officers of this corporation or organization 
shall be: 

PRESIDENT (who may be otherwise known as the 
Chairman) of the Board of Trustees 
VICE PRESIDENT (who may be otherwise known 
as Vice-Chairman) 

TREASURER 
ASSISTANT TREASURER 
SECRETARY 
COUNSEL 

The above mentioned officers shall be elected by the Board 
of Trustees and their respective terms of office shall be for 
one year and/or until the election of their successors. 

Section 2. The Secretary of this corporation or organiza¬ 
tion shall be the Managing Director of the same and he 
shall be appointed by the Board of Trustees and his salary 
shall be fixed by said Board in such annual 
21 amount (as a basis of computation) and for such a 
period as this Board in its discretion may deem fit 
and proper, such salary to be payable in bi-monthly install¬ 
ments. 

Section 3. The President, Vice-President or Treasurer 
of the Advertising Club of Washington shall automatically 
become a member of the Board of Trustees in the order in 
which they are named, so that the Advertising Club of 
Washington aforesaid shall always be represented on this 
Board by one of its officers. 
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Article V. 

Committees. 

i Section 1. The regular standing committees shall be: 
Executive, Membership, Subscriptions or Dues, Finance, 
Budget and Audit, Publicity, and Merchandise or Retail 
Practices. 

Section 2. Each Committee shall consist of a chairman 
and of as many members as authorized by the Board of 
Trustees and they may be appointed by the Chairman of 
the Board. 

Article VI. 

Duties of Officers. 

! Section 1. The duties of the Chairman shall be to preside 
over all meetings of subscribers or members of this corpor¬ 
ation or organization, and all meetings of the Board of 
Trustees; and he shall have the general management, con¬ 
trol and supervision of the business affairs of this corpor¬ 
ation or organization, and if he so desires he may obtain 
the advice and approval of the Executive Committee with 
respect to his decision and action which shall be the 
function of this latter Committee. In his absence the Vice- 
Chairman shall perform the duties required of the office 
of the Chairman. 

Section 2. The Treasurer shall deposit the monies or 
securities belonging to this corporation in any well-known 
or substantial financial institution in the District of 
Columbia, or such other depository or depositories that 
may be designated by the Board of Trustees; there shall 
be appointed by the Board of Trustees an Assistant Treas¬ 
urer, who shall perform the duties of the Treasurer in the 
absence of the latter or in the event a vacancy occurs in that 
office, and the Board of Trustees shall keep all books of 
account, relating to tte financial or fiscal business affairs 
of this corporation or organization; he shall make a report 
of the financial affairs of this corporation or organization 


23 


to the President of the Board of Trustees whenever re¬ 
quested, and shall make a report of the financial affairs of 
this corporation or organization at the annual meeting of 
its subscribers; he shall give such bond as may be required 
by the Board of Trustees. All checks or other orders for 
the payment of money or delivery of securities or proper¬ 
ties belonging to this corporation or organization shall be 
signed by the President or Treasurer (and in the absence 
of the latter, by the Assistant Treasurer) and by other 
member or members of the Board of Trustees selected or 
named by it with the Secretary (or Managing Director) or 
Assistant Director, and issued upon an order signed by 
the Chairman or Secretary (or Managing Director). 
22 Section 3. The Secretary (or Managing Director) 
shall keep a record of all meetings of the subscribers 
and the Board of Trustees in books provided for that 
purpose. He shall keep such other books and records and 
perform such other duties as may be assigned to him. 

Section 4. That the Board of Trustees may appoint an 
Assistant Secretary (or Assistant Managing Director) 
who shall perform the duties required of the office of the 
Secretary (or Managing Director) in the absence of such 
Secretary or Managing Director. 

Section 5. The duties of the Secretary (or Managing 
Director) of this corporation or organization, shall be the 
general management of the conduct of the same, (under 
the supervision of the President) and shall conduct all in¬ 
vestigations and take such action as in his judgment he 
deems best, fit and proper, for the general conduct of this 
corporation or organization as to the final disposition to 
be made of cases investigated by him. He shall have a wide 
scope of authority until such time as the Board of Trustees 
or the Executive Committee meets, when a report shall be 
made to either and/or both parties for its approval or 
disapproval of the activities and determinations made by 
him during the interim. 
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Article VII. 

i Certificate of Membership. 

i Section 1. The membership of this corporation or organ¬ 
ization shall be evidenced by a letter or certificate which 
shall bear the signature of the Chairman or Secretary with 
the impression of the official seal of the corporation 
thereon, it being understood that such membership or 
evidence thereof shall not be used for advertising purposes. 

Article VIII. 

Amendments, etc. 

i Section 1. These By-Laws may be amended by a majority 
vote of the Board of Trustees at any regular or special 
meeting, provided a notice in writing of the intention to 
amend such By-Laws shall have been communicated to 
each member of the Board. 

Section 2. Anything this corporation may do under its 
charter and laws of the District of Columbia, and not 
herein provided for, shall be within the jurisdiction of the 
Board of Trustees, which has the authority to perform any 
legal act for the conduct, advancement and the welfare of 

i this corporation or organization. 

23 Filed Apr 26 1943 Charles E. Stewart, Clerk 

Exhibit B 

The Better Business Bureau 
of Washington, D. C., Inc. 

What it is and 
What it does 
to serve the 
Community 

* 1 Before You Invest—Investigate” 
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23a 1. What is the Better Business Bureau? 

It is a non-profit organization established in August, 
1920, by leading retail, wholesale, financial and industrial 
' organizations in this community for the following pur¬ 
poses : 

(a) Fraud prevention 

(b) Fraud prosecution 

i (c) Promotion of fair advertising and selling practices, 

i (d) Consumer education in money management, in buy- 

I ing and in everyday relations with business. 

2. How is the Better Business Bureau financed? 

i Solely through membership support of business firms 
i whose fees vary with the size of the business and the extent 
of services rendered. 

3. Who may become a member of the Bureau? 

| Any person, firm, or organization believing in and sub- 
| scribing to better business ethics is eligible for application 
to membership, subject to approval of the Board of Trus¬ 
tees. 

4. Is the Better Business Bureau a local organization? 

Yes, but it is a member of the National Association of 
Better Business Bureaus cooperating with similar Bureaus 
i in over 70 cities, exchanging information and reports. 

i 5. Who directs the local Bureau? 

A board of trustees determines the general policies, 
i These men serve without compensation and represent the 
i many fields in which the Bureau is active. 

I 6. How is the Bureau operated? 

Through an experienced staff, including a director, assis¬ 
tant director, division managers, trained shoppers and office 
personnel. 
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7. How does the Bureau serve the public? 

(a) Providing factual information to inquirers. 

(b) Handling complaints by the public, against business. 

(c) Education in fraud prevention. 

(d) Promoting a better understanding between business 
and the public. 

(e) Aiding in the prevention of swindles and the prosecu¬ 
tion of swindlers. 

(f) Promotion and development of fair trade practices 
in advertising and selling. 

8. How does the Bureau reach the Public? 

(a) By Radio talks exposing prevalent rackets. 

(b) Advertisements appearing in the Newspapers and 
the Shopping News. 

(c) Through the distribution of Fact Booklets designed 
for consumer education. 

(d) By talks made before business, social, and educational 
groups. 

(e) By publicity released to the press on particular pro¬ 
motions and unfair schemes. 

9. Is the Bureau interested only in prosecution of those 
cases which are in violation of law? 

No, the Bureau believes in business protecting itself and 
the public by self-regulation. It works for cooperation 
first; but when that cooperation cannot be had the Bureau 
refers the matter to the proper government agency, sub¬ 
mitting all evidence for its consideration. 

1 10. How much money is annually wasted through fake in¬ 
vestments or fraudulent merchandise schemes? 

According to the New York Crime Commission our an¬ 
nual fraud tax is $55.00 for every adult in the United States. 

11. Does this affect your business? 

Yes, waste in purchasing power is a definite loss to legiti¬ 
mate business whose success is dependent upon the income 
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of the community to purchase goods and investments of 
dependable quality. 

12. What services are rendered by the Merchandise Divi¬ 
sion? 

(a) Meets with trade groups to establish standards for 
better advertising and selling. 

(b) Eliminates unfair advertising, which tends to de¬ 
stroy consumer confidence in all advertising. 

(c) Checks local advertising and radio continuity for ac¬ 
curacy and seeks the cooperation of the advertiser when 
inaccuracies are discovered. 

(d) Acceptance and adjustment of consumer complaints, 
bringing about a better understanding between business and 
consumer. 

(e) Keeps merchants informed of new legislation appli¬ 
cable to business and assists in putting these regulations 
into practice. 

13. What services are rendered by the Financial Division ? 

(a) Development and dissemination of factual informa¬ 
tion in connection with Bureau’s well-known policy of “Be¬ 
fore You Invest—Investigate.” 

(b) Cooperates with Government agencies to check fraud¬ 
ulent promotions and assists in the prosecution of offen¬ 
ders, when necessary. 

14. WTiat other services are rendered by the Bureau to 
the public and business? 

(a) Charity rackets, solicitation schemes and other pro¬ 
motions are exposed. 

(b) Classified advertising rackets such as “stuffed flats”, 
employment agency racketeers and movie careers are called 
to the attention of newspapers and their cooperation re¬ 
quested. 

15. "What services are available to members of the Bu¬ 
reau? 
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(a) Bulletin at regular intervals giving valuable informa¬ 
tion on current activities. 

(b) Upon request special reports on individuals or firms 
operating in this community, or outside Washington. 

16. Why should business support the Bureau financially? 

(a) Because it is protecting the buying public against 
misrepresentation, deception and fraud. 

(b) Because it is building for legitimate business a 
greater good will by lifting suspicion from the honest and 
exposing the dishonest. 

(c) Because from purely a civic point of view it is a small 
price to pay for preserving the security and good will to 
which all legitimate business is entitled, and which if en¬ 
dangered is damaging to you as well as the firm directly 
affected. 

(d) And because, in many instances, services rendered by 
the Bureau will pay for the membership fee many times 
over. 

23b Officers and Board of Trustees of 

The Better Business Bureau, Inc. 

Edward C. Baltz, Chairman 
Perpetual Building Association 

James W. Hardey, Vice-Chairman 
Woodward <£ Lothrop 

Hulbert T. Bisselle, Treasurer 
Riggs National Bank 

R. B. H. Lyon, Counsel 
Lyon <& Lyon 

Arthur J. Sundlun, Assistant Treasurer 
A . Kahn, Inc. 

C. G. Sheffield, Chairman, Merchandise Committee 
Julius Garfinckel <& Company 

C. A. Aspinwall 
Security Storage Company 
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Earl D. Baker 
Washington Daily News 

S. Meyer Barnett 
Hub Furniture Company 

Kenneth H. Berkeley 
Radio Station WMAL 

Donald M. Bernard 
Washington Post 

Y. E. Booker 
Y. E. Booker <& Company 

Everett J. Boothby 
Washington Gas Light Company 

B. B. Burgunder 
S. Kami Sons Company 

George B. Burrus 
Peoples Drug Stores, Inc. 

Lee D. Butler 
Lee D. Butler, Inc. 

John H. Davis 
Judd & Detweiler, Inc. 

Charles B. Dulcan, Sr. 

The Hecht Company 

Joshua Evans, Jr. 
Hamilton National Bank 

Dr. Clyde M. Gearhart 
National Laundry 

Ralph L. Goldsmith 
Lansburgh’s 

Miss Margaret Gollan 
Frank R. Jelleff, Inc. 

Gerald D. Grosner 
Grosner of 1325 F St. 
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J. J. Hasley 
The Palais Royal 

J. Wriley Jacobs 
B. F. Said Company 

Louis D. Krakow 

Pres., Advertising Club of Washington, D. C. 

C. J. Mack 
Mayflower Hotel 

Archibald McLachlen 
McLachlen Banking Corporation 

E. D. Merrill 
Capital Transit Company 

Thornton W. Owen 
Thomas J. Owen <& Son 

William N. Payne, Jr. 

Eastern Building <& Loan Association 

John A. Reilly 
Second National Bank 

Herbert J. Rich 
B. Rich's Sons 

Charles A. Robinson 
Chesapeake & Potomac Telephone Co. 

H. L. Rust, Jr. 

H. L. Rust Company 

Charles H. St. John 
Griffith-Consumers Company 

C. Melvin Sharpe 
Potomac Electric Power Company 

Frederick P. H. Siddons 
American Security & Trust Company 
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Harry E. Ullman 
The Goldenberg Company 

Dewey Zirkin 
E. Zirkin & Sons 

Claude H. Woodward, Director 

Better Business Bureau of Washington, D. C. 

534 Evening Star Building 
Phone NA 8164 

24 Filed Apr 26 1943 Charles E. Stewart, Clerk 

Exhibit C 
Claim 

To be filed with the Collector where assessment was made 
or tax paid 

Received 
Mar 24 1941 

Control Div. Received 

Mar 21 1941 

Accounts and Collections 

417548 

Collector’s Stamp 
Collector of Internal Revenue 
Correspondence Section 
Employees Tax Service 
Received 
Jan 23 1941 

Received 
Mail Room 
Baltimore, Md. 

Collector of Internal Revenue 
District of Maryland 
Jan 23 1941 

The Collector will indicate in the block below the kind of 
claim filed, and fill in the certificate on the reverse side. 
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V Q Refund of Tax Illegally Collected. 

□ Refund of Amount Paid for Stamps Unused, or Used 
in Error or Excess. 

□ Abatement of Tax Assessed (not applicable to estate 
or income taxes). 

District of Columbia, City of Washington, ss: 

j Name of taxpayer: Better Business Bureau of Wash¬ 
ington, D. C. Inc. 

Business address: 534 Evening Star Building, 11th & 
Penna. Ave., N. W. 

Residence: Washington, D. C. 

The deponent, being duly sworn according to law T , de¬ 
poses and says that this statement is made on behalf of the 
taxpayer named, and that the facts given below are true 
and complete: 

1. District in which return (if any) w T as filed: Maryland. 

2. Period (if for income tax, make separate form for 
each taxable year) from January 1, 1937, to December 31, 
1940. 

3. Character of assessment or tax: Imposed under Fed¬ 
eral Insurance Contributions Act (formerly Title VIII, 
Social Security Act). See attached schedules. 

4. Amount of assessment, $1033.56. 

5. Date stamps were purchased from the Government... 

1 6. Amount to be refunded with interest.$1033.56 

7. Amount to be abated (not applicable to income or 
estate taxes..$. 

i 8. The time with in which this claim may be legally filed 
expires under Section 402.704, Reg. 106 and prior refunding 
provisions on January 31, 1941. 

The deponent verily believes that this claim should be 
allowed for the following reasons: 

This claim for refund is made on the ground that the 
claimant is a corporation organized wholly for educational, 
scientific and civic purposes; that its income, which is solely 
derived from subscriptions and voluntary contributions, is 
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used to defray its necessary operating expenses and no part 
thereof inures to the benefit of any private individual; and 
that, under the provisions of the controlling Revenue Act 
and the Regulations of the Commissioner it was properly 
exempt from the payment of the taxes in question and 
therefore the same should be refunded. (See: Better Busi¬ 
ness Bureau of Oklahoma City, Inc. v. Jones, 34 F. Supp. 
573). 


(Attach letter—also sheets if space is not sufficient) 

Signed BETTER BUSINESS BUREAU OF 
WASHINGTON, D. C. Inc. 

By CLAUDE H. WOODWARD 
Director 

Sworn to and subscribed before me this 22 day of Janu¬ 
ary, 1941. 


T. W. RAYMOND 
Notary Public. 





34 


24 a 


CERTIFICATE 


I certify that an examination of the records of this office shows the follow¬ 
ing facts as to the assessment and payment of the tax: 


Form SS-la 
Character of 
assessment 
and period 
covered 


FICA 

List 

Year 

Jan—1937 

FICA 

1937 

Feb—1937 

FICA 

1937 

Mar—1937 

FICA 

1937 

Apr—1937 

FICA 

1937 

May-1—1937 

FICA 

1937 

Jun—1937 

FICA 

1937 

Jul—1937 

FICA 

1937 

Aug—1937 

FICA 

1937 

Sep—1937 

FICA 

1937 

Oct—1937 

FICA 

1937 

Nov—1937 

FICA 

1937 

Dec.—1937 

FICA 

1938 


Claim No. 417548 


Account 
No. or Amount 
Month Page Line assessed 


Feb 

007298 

$23.94 

Mar 

017796 

23.74 

July 

011487 

23.98 

Sept 

011288 

25.44 

July 

010139 

25.41 

Oct 

005129 

25.38 

Aug 

022416 

26.38 

Sep 

018056 

25.53 

Oct 

025603 

17.54 

Nov 

20343 

17.05 

Dec. 

22783 

17.10 

Jan 

25700 

17.04 


Paid, Abated, 

Pd. 


or Credited 

Ab. 

Date 

Amount 

Cr. 

2-5-37 

$23.94 

Pd. 

3-15-37 

23.74 

Pd. 

4-30-37 

23.98 

Pd. 

6-1-37 

25.44 

Pd. 

6-30-37 

25.41 

Pd. 

7-21-37 

25.38 

Pd. 

8-5-37 

26.38 

Pd. 

9-2 37 

25.53 

Pd. 

10-14-37 

17.54 

Pd. 

11-12-37 

17.05 

Pd. 

12-14-37 

17.10 

Pd. 

1-13-38 

17.04 

Pd. 


W. H. MAGRUDER, 5263 

Collector of Internal Revenue. (District) 
WHM KBM 

Amount claimed $1033.56 

Amount allowed $. 

Amount rejected $1033.56 

Claim examined by HG 6-20-41 
Claim approved by GEL, Chief of Division. 


INSTRUCTIONS 

1. The claim must set forth in detail and under oath each ground upon which 
it is made, and facts sufficient to apprise the Commissioner of the exact basis 
thereof. 

2. The claim should be sworn to by the taxpayer, if possible. Whenever it is 
necessary to have the claim executed by an attorney or agent, on behalf of the 
taxpayer, an authenticated copy of the document specifically authorizing such 
agent or attorney to sign the claim on behalf of the taxpayer shall accompany 
the claim. The oath will be administered without charge by any collector, 
deputy collector, or internal revenue agent. 

3. If a return is filed by an individual and a refund claim is thereafter filed 
by a legal representative of the deceased, certified copies of the letters testa¬ 
mentary, letters of administration, or other similiar evidence must be annexed 
to the claim, to show the authority of the executor, administrator, or other 
fiduciary by whom the claim it filed. If an executor, administrator, guardian, 
trustee, receiver, or other fiduciary files a return and thereafter refund claim 
is filed by the same fiduciary, documentary evidence to establish the legal au¬ 
thority of the fiduciary need not accompany the claim, provided a statement 
is made on the claim showing that the return was filed by the fiduciary and 
that the latter is still acting. 

j 4. Where the taxpayer is a corporation, the claim shall be signed with the 
corporate name, followed by the signature and title of the officer having au¬ 
thority to sign for the corporation. 
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24-b 


Character of 


Assessment 




Account 


Paid, Abated 

Pd. 

and Period 




No. or 

Amount 

or 

Credited 

Ab. 

Covered 

List 

Year 

Month 

Page Line Assessed 

Date 

Amount 

Cr. 

1st 

Q 1938 

FICA 

1938 

Apr 

4-10463 

75.92 

4-13-38 

75.92 

Pd. 

2nd 

Q 1938 

FICA 

1938 

July 

7-5538 

75.59 

7-5-38 

75.59 

Pd. 

3rd 

Q 1938 

FICA 

1938 

Oct 

10-16672 

61.74 

10-26-38 

61.74 

Pd. 

4th 

Q 1938 

FICA 

1939 

Jan 

1-106678 

64.62 

1-17-39 

64.62 

Pd. 








• 

277.67 


1st 

Q 1939 

FICA 

1939 

May 

5-111212 

77.94 

5-1-39 

77.94 

Pd. 

2nd 

Q 1939 

FICA 

1939 

July 

7-100191 

77.54 

7-1-39 

77.54 

Pd. 

3rd 

Q 1939 

FICA 

1939 

Nov. 

11-107291 

81.26. 

10-31-39 

81.26 

Pd. 

4th 

Q 1939 

FICA 

1940 

Feb 

2-160703 

29.84 









P 

1.49 









I 

01 

2-2-40 

37.34 

Pd. 









274.08 


1st 

Q 1940 

FICA 

1940 

Apr 

4-109155 

79.12 

4-16-40 

79.12 

Pd. 

2nd 

Q 1940 

FICA 

1940 

July 

7-160097 

71.84 

6-29-40 

71.84 

Pd. 

3rd 

Q 1940 

FICA 

1940 

Oct 

10-111093 

66.58 

10-31-40 

66.58 

Pd. 

4th 

Q 1940 

FICA 

1941 

Feb. 

2-161119 

48.02 

1-15-41 

48.02 

Pd. 


Excess of $6.00 on 4th Q 1939 - - 

used on 2nd Q 1940 return $1,080.04 $1,086.04 


i 25 Filed Apr 26 1943 Charles E. Stewart, Clerk 

Exhibit D 
Claim 

To be filed with the Collector where -assessment was made 
or tax paid. 

Received Received 

, Jun 41942 Mar 21 1941 

! Control Div. Accounts and Collections 
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25 Exhibit D 

436487 

Collector’s Stamp 

I Collector of Internal Revenue 

District of Maryland 
Correspondence Section 
Employment Tax Division 
Received 
Feb 9 1942 

Received 
Mail Room 
Baltimore, Md. 

Collector of Internal Revenue 
District of Maryland 
Jan 23 1941 

Claim 

To be filed with the Collector where assessment was made 
or tax paid. 

1 The Collector will indicate in the block below the kind of 
claim filed, and fill in the certificate on the reverse side. 

V Q Refund of Tax Illegally Collected. 

1 □ Refund of Amount Paid for Stamps Unused, or Used 

in Error or Excess. 

□ Abatement of Tax Assessed (not applicable to estate 
or income taxes). 

District of Columbia, City of Washington, ss: 

1 Name of taxpayer: Better Business Bureau of Wash¬ 
ington, D. C. Inc. 

1 Business address: 534 Evening Star Newspaper Build¬ 
ing, 11th & Penna Ave, N. W. 

Washington, D. C. Identification No. 53-0034880. 

The deponent, being duly sworn, according to law, de¬ 
poses and says that this statement is made on behalf of the 
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taxpayer named, and that the facts given below are true 
and complete: 

1. District in which return (if any) was filed: Maryland. 

2. Period (if for income tax, make separate form for each 
taxable year) from January 1,1941 to December 31,1941. 

3. Character of assessment or tax Imposed under Fed¬ 
eral Insurance Contributions Act (formerly Title VIII, 
Social Security Act). 

4. Amount of assessment, $292.98; dates of payment see 
attached schedules. 

5. Date stamps were purchased from the Government... 

6. Amount to be refunded with interest. $292.98 

7. Amount to be abated (not applicable to income or 

estate taxes) . $. 

8. The time within which this claim may be legally filed 
expires, under Section 402.704, Reg. 106 and prior refund¬ 
ing provisions on January 31, 1943. 

The deponent verily believes that this claim should be 
allowed for the following reasons: 

This claim for refund is made on the ground that the 
claimant is a corporation organized wholly for educational, 
scientific and civic purposes; that its income, which is solely 
derived from subscriptions and voluntary contributions, is 
used to defray its necessary operating expenses and no part 
thereof inures to the benefit of any private individual; and 
that, under the provisions of the controlling Revenue Act 
and the Regulations of the Commission it was properly ex- 
, empt from the payment of the taxes in question and there¬ 
fore the same should be refunded. (See: Better Bussiness 
Bureau of Oklahoma City, Inc. v. Jones, 34 F. Supp. 573, 
i which decision has been affirmed by the U. S. Circuit Court 
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of Appeals for the 10th Circuit, Case 2277, September Term 
1941, decided October 31, 1941). 


(Attach letter also sheets if space is not sufficient) 

Signed BETTER BUSINESS BUREAU OF 
WASHINGTON, D. C. Inc. 

By CLAUDE H. WOODWARD 
Director 


Sworn to and subscribed before me this 5 day of Febru¬ 


ary, 1942. 


T. W. RAYMOND 
Notary Public. 
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25-a CERTIFICATE 7276 

I certify that an examination of the records of this office shows the follow¬ 
ing facts as to the assessment and payment of the tax: 

Claim No. 436487 

Forms SS-la 
Character of 
Assessment 


and period 




Account 


Paid Abated, 

Pd. 

covered 




No. or 

Amount 

or Credited 

Ab. 

FICA 

List 

Year 

Month 

Page Line assessed 

Date 

Amount 

Cr. 

1st Q 1941 

FICA 

Apr. 

1941 

107685 

$79.06 

4-18-41 

$79.06 

Pd. 

2nd Q 1941 

FICA 

Jul. 

1941 

161990 

97.18 

7-2-41 

97.18 

Pd. 

3rd Q 1941 

FICA 

Oct. 

1941 

107213 

76.52 

10-17-41 

76.52 

Pd. 

4th Q 1941 

FICA 

Dec. 

1941 

100826 

40.22 

12-31-41 

40.22 

Pd. 




Total 

$292.98 

Total 

$292.98 




• 


R. M. DIEMERS, 

Maryland 


Deputy Collector of Internal Revenue. (District) 

WHM RW 

Claim examined by HG 

Claim approved by GEL, Chief of Division. 

INSTRUCTIONS 

1. The claim must set forth in detail and under oath each ground upon which 
it is made, and facts sufficient to apprise the Commissioner of the exact basis 
thereof. 

2. The claim should be sworn to by the taxpayer, if possible. Whenever it is 
necessary to have the claim executed by an attorney or agent, on behalf of the 
taxpayer, an authenticated copy of the document specifically authorizing such 
agent or attorney to sign the claim on behalf of the taxpayer shall accompany 
the claim. The oath will be administered without charge by any collector, 
deputy collector, or internal revenue agent. 

3. If a return is filed by an individual and a refund claim is thereafter filed 
by a legal representative of the deceased, certified copies of the letters testa¬ 
mentary, letters of administration, or other similiar evidence must be annexed 
to the claim, to show the authority of the executor, administrator, or other 
fiduciary by whom the claim it filed. If an executor, administrator, guardian, 
trusteec, receiver, or other fiduciary files a return and thereafter refund claim 
is filed by the same fiduciary, documentary evidence to establish the legal au¬ 
thority of the fiduciary need not accompany the claim, provided a statement 
is made on the claim showing that the return was filed by the fiduciary and 
that the latter is still acting. 

4. Where the taxpayer is a corporation, the claim shall be signed with the 
corporate name, followed by the signature and title of the officer having au¬ 
thority to sign for the corporation. 
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26 Filed Apr 26 1943 Charles E. Stewart, Clerk 

Exhibit E 

A&C :A :AA :5 
Cl—417548 
HG 

Better Business Bureau of Washington, D. C., Inc., 

534 Evening Sar Building, 

11th Street and Pennsylvania Avenue, Northwest, 

Washington, D. C. 

Sirs: 

Reference is made to vour claim on Form 843 for refund 

* • 

of $1,033.56, representing taxes under Title VIII of the 
Social Security Act and the Federal Insurance Contribu¬ 
tions Act for the taxable periods from January 1, 1937 
through December 31, 1940. 

The claim is based on the contention that the corporation 
is organized wholly for educational, scientific and civic pur¬ 
poses, and that no part of its income inures to the benefit 
of any private individual. 

The records of the Bureau indicate that your organiza¬ 
tion has been granted exemption from Federal Income tax 
under the provisions of Section 101(7) of the Revenue Act 
of 1936 and the corresponding provisions of prior revenue 
acts applying to business leagues, chambers of commerce, 
real-estate boards, or boards of trade, not organized for 
profit, and no part of the net earnings of which inures to 
the benefit of any private shareholder or individual. The 
provisions of Section 101(7) of the Revenue Act of 1936 
and the corresponding provisions of prior revenue acts are 
similar to the provisions of Section 101(7) of the Internal 
Revenue Code. The exempt status so established under in- 
cbme tax laws does not extend to the taxes imposed under 
Title VIII of the Social Security Act or the Federal Insur¬ 
ance Contributions Act. There is no provision in such acts 
under which your organization is entitled, by reason of its 
character or purposes, to exemption from the taxes imposed 
thereby. 

In view of the foregoing, your claim is hereby disallowed. 
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26a A&C :A :AA :5 
Cl-417548 
HG 

Better Business Bureau of Washington, D. C., Inc. 

This notice of disallowance is sent by registered mail in 
accordance with the provisions of Section 3772(a)(2) of 
the Internal Revenue Code. 

It is to be noted, however, that effective January 1,1940, 
Section 1426(b) (10) (A) (i) of the Federal Insurance Con¬ 
tributions Act, in force on and after January 1, 1940, ex¬ 
cepts from “employment” services performed in any calen¬ 
dar quarter in the employ of an organization exempt from 
Federal income tax under Section 101 of the Internal Reve¬ 
nue Code, if the remuneration for such services does not 
exceed $45.00. Since your organization is exempt from 
Federal income tax under Section 101(7) of the Code, serv¬ 
ices performed on and after January 1, 1940, by an em¬ 
ployee in a calendar quarter in the employ of your organi¬ 
zation are excepted from “employment” if the remunera¬ 
tion for the services does not exceed $45.00. 

Respectfully, 

GUY T. HELVERING, 
Commissioner. 

By 

Deputy Commissioner. 

HG :ML 

HG 6/20 GEL 7/1 GS 7-2 
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27 Filed Apr 26 1943 Charles E. Stewart, Clerk 

Exhibit F 

A&C :A: AA :5-HG 
Cl-436487 

Better Business Bureau 
of Washington, D. C., Inc., 

1 534 Evening Star Newspaper Building, 

11th Street and Pennsylvania Avenue, Northwest, 

Washington, D. C. 

Sirs: 

I Reference is made to your claim on Form 843 for refund 
of $292.9S representing taxes under the Federal Insurance 
Contributions Act for the taxable periods from January 1, 
1941 through December 31, 1941. 

The claim is based on the following statements: 

“This claim for refund is made on the ground that the 
claimant is a corporation organized wholly for educational, 
scientific and civil purposes; that its income, which is solely 
derived from subscriptions and voluntary contributions, is 
used to defray its necessary operating expenses and no 
part thereof inures to the benefit of any private individual; 
and that, under the provisions of the controlling Revenue 
Act and the Regulations of the Commissioner it was prop¬ 
erly exempt from the payment of the taxes in question and 
therefore the same should be refunded. (See: Better Busi¬ 
ness Bureau of Oklahoma City, Inc. v. Jones, 34 F. Supp. 
573, which decision has been affirmed by the U. S. Circuit 
Court of Appeals for the 10th Circuit, Case 2277, Septem¬ 
ber Term 1941, decided October 31,1941 ).’* 

The records of the Bureau indicate that your organiza¬ 
tion has been granted exemption under Federal income tax 
law in view of the specific provisions of Section 101(7) of 
the Revenue Act of 1936 and the corresponding provisions 
of prior revenue acts, applying to business leagues, cham¬ 
bers of commerce, real-estate boards, or boards of trade 
not organized for profit, and no part of the net earnings of 
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which inures to the benefit of any private shareholder or 
individual. The provisions of Section 101(7) of the Rev¬ 
enue Act of 1936 and the corresponding provisions of prior 
revenue acts are similar to the provisions of Section 101(7) 
of the Internal Revenue Code. The exempt status so estab¬ 
lished under income tax law does not extend to the 
taxes imposed by the Federal Insurance Contribu- 
27a tions Act. There is no provision in such Act under 
which your organization is entitled, by reason of its 
character or purposes, to exemption from the taxes imposed 
thereby. The Bureau does not consider the court decision 
in the case of Better Business Bureau of Oklahoma City, 
Inc. v. Jones, Collector, as controlling in the present case. 
Therefore, services performed by the employees of your or¬ 
ganization are not excepted from 4 4 employment ” for Fed¬ 
eral employment tax purposes except to the extent herein¬ 
after stated. Your claim is hereby disallowed. 

This notice of disallowance is sent by registered mail in 
accordance with the provisions of Section 3772(a)(2) of 
the Internal Revenue Code. 

It is to be noted, however, that effective January 1,1940, 
Section 1426(b) (10) (A) (i) of the Federal Insurance Con¬ 
tributions Act excepts from 44 employment” services per¬ 
formed in any calendar quarter in the employ of an organi¬ 
zation exempt from Federal income tax under Section 101 
of the Internal Revenue Code, if the remuneration for such 
services does not exceed $45.00. Since your organization 
is exempt from Federal income tax under Section 101(7) of 
the Code, services performed on and after January 1,1940, 
by an employee in a calendar quarter in the employ of your 
organization are excepted from “employment” if the re¬ 
muneration for services does not exceed $45.00. 

Respectfully, 

GUY T. HELVERING, 
Commissioner. 

By 

Deputy Commissioner. 

• ••••• 
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29 Filed Nov 4 1943 

MOTION FOR SUMMARY JUDGMENT ON AGREED 
STATEMENT OF FACTS UNDER RULE 56, SUB- 
PARAGRAPH ‘C’ 

The Plaintiff, the Better Business Bureau of Washing¬ 
ton, D. C. Inc., moves this Honorable Court as follows: 

To give the Plaintiff a Summary Judgment in the full 
amount claimed for the following reasons: 

1. There exists no disputed fact as all the facts have been 
agrteed upon, and a Stipulation to this effect is now on file 
in the above entitled cause. 

2. The only disputed question involved is “one of law”, 
it being contended by this Plaintiff that “it is exempt from 
taxation of the Federal Social Security Tax” under ex¬ 
emption Section 1011, Title 42, USCA, being Chap. 531, 
Ttle VIII, Sec. 811, 49 Stat. 639 of the Social Security Law 
of August 14, 1935, as an educational and scientific cor¬ 
poration organized and exclusively operated for these 
purposes. 

3. The Plaintiff is entitled to a Summary Judgment of 
the amount claimed in the Complaint and is exempt from 
any future taxation under the existing law above stated. 

4. The Brief of the Plaintiff covering the points and 
authorities supporting the contention is filed herewith and 
attached hereto. 

12/23/43. Overruled. 

BAILEY, J. 

LYON & LYON 
By R. B. H. LYON 

30 1420 New York Avenue, N. W. 

Washington, D. C. 

Attorneys for Plaintiff. 
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To: Hon. Edward M. Curran, 

United States Attorney and 
Attorney for the Defendant. 

Please take notice, that the undersigned will bring the 
above Motion on for hearing before this Court at the Mo¬ 
tions Court Room in the District Court of the United States 
for the District of Columbia (Court House) on the 
day , 1943 at 10 a.m. of that day or as soon 

thereafter as counsel can be heard. 

LYON & LYON 
By R. B. H. LYON 

1420 New York Avenue, N. W. 
Washington,' D. C. 

Attorneys for Plaintiff . 

• #••*•***# 

31 Filed Nov 4 1943 

AFFIDAVIT IN SUPPORT OF MOTION OF PLAIN¬ 
TIFF FOR SUMMARY JUDGMENT UNDER RULE 
56, SUBPARAGRAPH C UPON AN AGREED 
STATEMENT OF FACTS. 

Personally appeared before me, a Notary Public, R. B. H. 
Lyon, who being sworn according to law, states: 

That he is a member of the firm of Lyon & Lyon, Attor¬ 
neys for the Plaintiff in the above entitled cause. 

That there has been filed in the above entitled cause an 
Agreed Statement of Facts by the parties to this suit cov¬ 
ering the entire statement of the case of the parties hereto, 
thereby eliminating all disputes relating to the facts in the 
case. 

That in view of the above mentioned Agreed Statement 
of Facts the only question involved in the case to be de¬ 
cided is “one of law.” 
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That in support of the contention of the parties hereto 
the brief covering the points and authorities has been filed 
with the Motion for Summary Judgment and will be ex¬ 
plained or enlarged thereon in oral argument before this 
Honorable Court. 

R. B. H. LYON 

Subscribed and sworn to before me this 4th day of No¬ 
vember 1943. 

RUTH E. ANGELO 
Notary Public , D. C. 

• ••••••••• 

32 Filed Nov 10 1943 

DEFENDANT’S MOTION FOR SUMMARY 

JUDGMENT 

Now comes the defendant, the United States of America, 
by its attorney, Edward M. Curran, United States Attorney 
in and for the District of Columbia, and moves the Court 
to enter summary judgment in favor of the defendant and 
against the plaintiff in the above-entitled action for the fol¬ 
lowing reasons: 

1. Upon the basis of the stipulation of agreed facts en¬ 
tered into by and between the respective parties herein (in 
lieu of admissions and affidavits provided for in Rule 56 
of the Federal Rules of Civil Procedure), the defendant is 
entitled to judgment in its favor as a matter of law. 

2. Upon the basis of the facts as stipulated to, plaintiff 
is not exempt from taxation under the provisions of Section 
1426 (b) (8) of the Internal Revenue Code and correspond¬ 
ing provisions of the Social Security Act and Federal In¬ 
surance Contribution Act. 

3. Upon the basis of the facts as stipulated to, and as a 
matter of law, plaintiff is not entitled to a refund of the 
taxes sought to be recovered in this action. 



Wherefore, the defendant demands judgment, dismissing 
the complaint filed herein. 

12/23/43. Sustained. 

BAILEY, J. 

EDWARD M. CURRAN, 

United States Attorney. 

• ••••••••• 

33 Filed Dec 23 1943 

MEMORANDUM OF OPINION. 

I agree with the contention of the defendant that the Bet¬ 
ter Business Bureau of Washington, D. C., Inc., was not 
organized exclusively for educational purposes. The the¬ 
ory of the decision of the Circuit Court of Appeals of the 
10th Circuit in Jones v. The Better Business Bureau of 
Oklahoma City, 123 F. 2d, 767, that exemptions of this 
nature should be liberally construed, is contrary to the the¬ 
ory of the Court of Appeals of this District. See National 
Rifle Association v. The District Unemployment Compensa¬ 
tion Board, 134 F. 2d 524. 

I am entirely in agreement with the reasoning and de¬ 
cision of the Municipal Court of Appeals of the District of 
Columbia in the case of The Better Business Bureau of 
Washington, D. C. v. The District Unemployment Com¬ 
pensation Board in holding that the plaintiff corporation 
was not organized exclusively for educational purposes. 

The motion of the plaintiff for a summary judgment will 
be overruled and the motion of the defendant for a sum¬ 
mary judgment will be sustained. 

JENNINGS BAILEY 
Justice 
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34 Filed Feb 2 1944 

ORDER DENYING PLAINTIFF’S MOTION FOR SUM¬ 
MARY JUDGMENT; AND GRANTING DEFEN¬ 
DANT’S MOTION FOR SUMMARY JUDGMENT. 

Upon consideration of the motion filed by the plaintiff 
for summary judgment and of the motion filed by the de¬ 
fendant for summary judgment; and, upon further consid¬ 
eration of the pleadings and the arguments of counsel in 
open Court, and, being fully advised in the premises, it is, 
by this Court, this 2nd day of February, 1944, 

Adjudged, Ordered and Decreed, as follows: 

1. That the motion of the plaintiff for summary judg¬ 
ment be, and the same hereby is, denied. 

2. That the motion of the defendant for summary judg¬ 
ment be, and the same hereby is, sustained. 

JENNINGS BAILEY 
Justice 

No objection: 

LYON & LYON 
Attorney for Plaintiff 


35 Filed Apr 14 1944 

i NOTICE OtF APPEAL 

Notice is hereby given this 14th day of April, 1944, that 
the Better Business Bureau of Washington, D. C. Inc., the 
Plaintiff, hereby appeals to the United States Court of Ap¬ 
peals for the District of Columbia from the judgment of 
this Court entered on the 2nd day of February, 1944 in 
favor of the United States of America, the defendant, 
against said Better Business Bureau of Washington, D. C. 
Inc., the Plaintiff. 

i LYON & LYON 

Attorneys for Plaintiff. 
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36 Filed Apr 14 1944 

DESIGNATION OF ERROR. ERROR CLAIMED 

BY PLAINTIFF. 

Plaintiff claims that the Court erred in rendering judg¬ 
ment for the Defendant in holding that the Plaintiff is not 
entitled to the exception as an educational or scientific in¬ 
stitution within the meaning of Sections 801 to 811, Chap¬ 
ter 531, Title VIII, 49 Stat. 636 to 639, of the Federal Social 
Security Act approved August 14, 1935, and amendment 
thereto, in that this Plaintiff was not organized and oper¬ 
ated exclusively for educational or scientific purposes. 

No dispute of facts are involved as there is an “Agreed 
Statement of Facts” in the Record which the Plaintiff con¬ 
tends shows that it is clearly an educational or scientific 
institution and was organized and operated exclusively for 
educational purposes as within the meaning of the Federal 
Social Security Act of August 14, 1935, and amendments 
thereto, and this Court erred in holding to the contrary 
undeir Sections 801 to 811, Chapter 531, Title VIII, 49 Stat. 
636 to 639, of the above mentioned Act. 

LYON & LYON 
Attorneys for Plaintiffs. 

Filed April 14, 1944. 

• ••••••••• 

37 Filed Apr 14 1944 
DESIGNATION OF RECORD 

I. Complaint. 

II. Order Extending Time to file Answer of defendant. 

III. Answer of Defendant. 

IV. Agreed Statement of Facts and Supplemental Stipu¬ 
lation. 

V. Plaintiff’s Motion for Summary Judgment on Agreed 
Statement of Facts and Affidavit in Support thereof, under 
Rule 56, sub-par. C. 
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VI. Defendant’s Motion for Summary Judgment. 

VII. Memorandum Opinion of Justice Jennings Bailey. 

VIII. Entry of Judgment for Defendant on February 
2nd, 1944. 

IX. Notice of Appeal in behalf of Plaintiff. 

LYON & LYON 

Attorneys for Plaintiff. 

Filed April 14, 1944. 
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DISTRICT OF COLUMBIA 


No. 8765 

f 

Better Business Bureau of Washington, D. C., Inc., 

APPELLANT 


V. 

United States of America, appellee 


ON APPEAL FROM TEE DISTRICT COURT OF THE UNITED STATES 
FOR THE DISTRICT OF COLUMBIA 


BRIEF FOR THE UNITED STATES 


OPINION BELOW 

The opinion of the District Court (R. 47) 1 is not reported. 

JURISDICTION 

This case involves social security taxes for the taxable periods 
beginning January 1, 1937, to December 31, 1941. This is an 
appeal from the final order and judgment of the District Court 
(R. 48) entered on February 2, 1944, sustaining the Govern¬ 
ment’s motion for summary judgment. The case is brought 
to this court by taxpayer’s notice of appeal filed April 14,1944. 
(R. 48.) The jurisdiction of this Court is invoked by virtue 
of the provisions of Section 128 (a) of the Judicial Code, as 
amended. 

QUESTION PRESENTED 

Whether the taxpayer is exempt from social security taxes 
as a corporation organized and operated exclusively for educa¬ 
tional or scientific purposes within the meaning of Section 

* Record references are to the appendix to taxpayer’s brief. 

( 1 ) 
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811 (b) (8) of the Social Security Act and Section 1426 (b) (8) 
of the Internal Revenue Code. 

STATUTES AND REGULATIONS INVOLVED 

The statutes and regulations involved are set forth in the 
Appendix, infra, pp. 20-22. 

STATEMENT 

The taxpayer was organized under the laws of the District 
of Columbia (Act of March 3, 1901, c. 854, 31 Stat. 599) on or 
about August 10, 1920, and has since that date been continu¬ 
ously conducting its operations in the City of Washington. 
(R. 12.) The objects for which the taxpayer was formed as 
stated in its certificate of incorporation were (R. 12-13): 

\ 

* * * for the mutual welfare, protection and im¬ 
provement of business methods among merchants and 
other persons engaged in any and all business or pro¬ 
fessions and occupations of every description whatso¬ 
ever that deal directly or indirectly with the public at 
large, and for the educational and scientific advance¬ 
ments of business methods among persons, corporations 
or associations engaged in business in the District of 
Columbia so that the public can obtain a proper, clean, 
honest and fair treatment in its dealings or transactions 
with such merchants, tradesmen, corporations, associa¬ 
tions or persons following a profession and at the same 
time protecting the interest of the latter classes of busi¬ 
nesses to enable such as-are engaged in the same to suc¬ 
cessfully and profitably conduct their business and for . 
the further purpose of endeavoring to obtain the proper, 
just, fair and effective enforcement of the Act of Con¬ 
gress approved May 29th, 1916, otherwise known as 
“An Act to prevent fraudulent advertising in the Dis¬ 
trict of Columbia.” 

The taxpayer was not organized for profit and has no shares 
of stock. No part of its earnings inure to the benefit of any 
private shareholder or individual. It makes no charge for any 
information furnished which is available to anyone either mem¬ 
bers or nonmembers who make inquiries therefor. (R. 13.) 
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The money necessary to carry on the work of the taxpayer is 
raised either by voluntary subscription or membership fees 
from business firms, whose fees vary with the size of the busi¬ 
ness and the extent of the services rendered. Any person, 
firm or organization believing in and subscribing to better 
business ethics is eligible for membership. (R. 13-14.) The 
taxpayer is directed by a board of trustees elected annually 
from the membership. Its officers are elected by the board 
of trustees. (R. 14, 18-31.) They have nominal duties and 
are paid no salary. The only paid employees are the manag¬ 
ing director and a limited number of employees serving under 
him. (R. 14.) 

In carrying out the purposes of its charter, the taxpayer’s 
work is divided roughly into five classifications, namely (1) 
fraud prevention (2) the fighting of fraud (3) the elevation 
of business standards (4) informing and advising the consumer 
as a buyer and (5) furnishing information and aid to various 
agencies of the Governments of the District of Columbia and 
the United States. (R. 14.) 

In the fraud prevention work and in the fighting of fraud, 
the taxpayer informs and warns its members and members 
of the general public of plans and schemes of various types of 
swindlers. The taxpayer reaches the public in this type of 
work by radio talks, advertisements in newspapers, bulletins 
and posters and by answering specific inquiries, so that the 
public may be thoroughly informed and protected. (R. 14- 
15,26.) 

In the elevation of business standards, the taxpayer’s repre¬ 
sentatives meet with business groups and official representa¬ 
tives of chain stores and every type of independent merchant 
for the general purpose of establishing better business stand¬ 
ards by better advertising and selling; eliminating unfair and 
unethical advertising which tends to destroy consumer con¬ 
fidence; checking local advertising and radio continuity for 
accuracy; promoting a better understanding between business 
and the public; and promoting and developing fair trade prac¬ 
tices in advertising and selling. (R. 15, 27.) 

In informing and advising the consumer as a buyer, the tax¬ 
payer deals largely with the general public through talks by 
the managing director and other representatives of the tax- 
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payer to groups of individuals, through the taxpayer’s bulletins, 
by newspaper stories and radio addresses. In this manner 
charity rackets, solicitation schemes and other promotions are 
exposed so that the consuming public may be protected from 
the fraudulent practices and avoid spending its money unwisely 
on any unknown or doubtful proposition. (R. 15-16, 26-27.) 
The taxpayer keeps merchants informed on new legislation 
applicable to business, assists in putting these regulations into 
practice, and cooperates with various Governmental agencies 
interested in law enforcement. (R. 16, 27.) At regular in¬ 
tervals the taxpayer also gives valuable information on current 
activities, and at the request of its members renders special 
reports on individuals and firms operating in the community 
or outside of Washington. (R. 27-28.) 

There are some eighty-five other Better Business Bureaus 
in the United States. Their purposes are substantially simi¬ 
lar, information is exchanged, but each Bureau is independently 
operated and directed by local citizens. (R. 16.) The Bureau 
has never indulged in any political activities. (R. 16.) 

The taxpayer was granted exemption from federal income 
taxes under the provisions of Section 101 (7) of the Internal 
Revenue Code and the corresponding provisions of prior Rev¬ 
enue Acts, applying to business leagues, chambers of com¬ 
merce, real estate boards or boards of trade, not organized for 
profit, and no part of the net earnings of which inures to the 
benefit of any private shareholder or individual. (R. 16.) 

For the taxable periods beginning January 1, 1937, and up 
to and including December 31, 1941, taxpayer filed the pre¬ 
scribed returns reporting social security taxes on its paid em¬ 
ployees in the aggregate sum of $1,378.82, which amounts were 
timely assessed against and paid by taxpayer to the Collector 
of Internal Revenue for the District of Maryland. (R. 17.) 
Thereafter, taxpayer filed with the Collector two timely claims 
for refund of $1,033.56 and $292.98, claiming refund thereof 
on the ground that it was exempt from the payment of social 
security taxes under the provisions of Section 1426 (b) (8) of 
the Internal Revenue Code. (R. 17, 31-39.) The Commis¬ 
sioner of Internal Revenue officially disallowed taxpayer’s 
claims on July 3, 1941, and June 26, 1942, respectively. 
(R. 17-18,40-43.) 
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Taxpayer instituted suit in the District Court on September 
30, 1942. (R. 2-9.) After issue was joined, motions for sum¬ 
mary judgment were filed by each party supported by a stipula¬ 
tion of agreed facts. (R. 44-47.) Upon consideration thereof, 
the court below sustained the Government’s motion and over¬ 
ruled taxpayer’s motion on December 23, 1943. (R. 47.) 
Thereafter, on February 2,1944, a judgment order was entered 
(R. 48) from which the taxpayer on April 14, 1944, has 
appealed. (R. 48.) 

SUMMARY OF ARGUMENT 

The taxpayer has failed to meet the statutory requirements 
of Section 811 (b) (8) of the Social Security Act and Section 
1426 (b) (8) of the Internal Revenue Code, and is, therefore, 
not exempt from social security taxes as a corporation organ¬ 
ized and operated exclusively for educational or scientific pur¬ 
poses. 

Although taxpayer was granted exemption from income taxes 
as a business league, chamber of commerce or board of trade 
under Section 101 (7) of the Revenue Act of 1936 and the 
corresponding sections of prior Revenue Acts no similar pro¬ 
vision for exemption of such organizations is contained in the 
statutes covering social security taxes. 

The authorities have uniformly agreed that statutes creating 
an exemption from tax must be strictly construed and any doubt 
must be resolved in favor of the taxing power. 

Under all the circumstances, the court below correctly ruled 
that the taxpayer was not entitled to exemption from social 
security taxes within the meaning of the applicable statute. 

ARGUMENT 

Taxpayer is not exempt from social security taxes as a cor¬ 
poration organized and operated exclusively for educational 
or scientific purposes within the meaning of the statute 

Sections 801 and 804 of Title VIII of the Social Security Act 
and Sections 1400 and 1410 of the Internal Revenue Code im¬ 
pose an excise tax measured by the amount of wages received or 
paid “with respect to employment.” 

In the definition of the term “employment” Section 811 
(b) (8) of the Social Security Act and Section 1426 (b) (8) of 
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the Internal Revenue Code (Appendix, infra ) exclude from 
the imposition of the tax, services performed in the employ of 
a corporation organized and operated exclusively for educa¬ 
tional or scientific purposes, no part of the net income of which 
inures to the benefit of any private shareholder or individual. 
Article 12, Treasury Regulations 91, and Section 402.215, 
Treasury Regulations 106 (Appendix, infra ) provide that for 
the purpose of the exception, the nature of the service per¬ 
formed by the employee is immaterial; “the statutory test is 
the character of the organization for which the service is 
performed.” 

Thus, in order to qualify and establish its status as a cor¬ 
poration exempt from social security taxes, the taxpayer is re¬ 
quired to meet two tests: (1) It must be organized and operated 
exclusively for one or more of the exempt purposes and (2) its 
net earnings must not inure to the benefit of any private share¬ 
holder or individual. 

The taxpayer has met one of these requirements, namely, no 
part of its net earnings inure to the benefit of any shareholder 
or individual. (R. 13.) We submit, however that taxpayer 
Was not “organized and operated exclusively” for educational 
or scientific purposes, and that, therefore, the court below cor¬ 
rectly held that it is not exempt from social security taxes 
within the meaning of the applicable statute. 

From a careful examination of its charter (R. 12-13) it is 
clear that taxpayer was not organized exclusively for educa¬ 
tional or scientific purposes. Instead, it appears beyond disr- 
pute that the primary purpose for which taxpayer was organized 
was for the protection and improvement of what is generally 
regarded as legitimate business by the prevention of frauds 
and the enforcement of fair business and advertising practices 
so that the public can be assured of honest and fair treatment 
in its dealings with merchants and tradesmen in the com¬ 
munity, and at the same time “protecting the interest of the 
latter classes” to enable them to successfully and profitably 
conduct their business. However worthy or desirable may be 
the objects sought, the prevention of business frauds, the en¬ 
forcement of fair business and advertising practices, and the 
protection and improvement of business methods are a regu¬ 
latory, and not an educational or scientific function as those 
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terms are usually and normally defined. In order to deter¬ 
mine whether a corporation has been organized for any exempt 
purpose, the specific objects set forth in its charter are con¬ 
clusive. In Helvering v. Coleman-GHbert, 296 U. S. 369, the 
Supreme Court said (p. 374): 

The parties are not at liberty to say that their purpose 
was other or narrower than that which they formally 
set forth in the instrument under which their activities 
were conducted. 

See also Harrison v. Barker Annuity Fund, 90 F. 2d 286 (C. 
C. A. 7th); and Sun-Herald Corp . v. Duggan, 73 F. 2d 298 
(C. C. A. 2d). 

On the basis of the undisputed facts (R. 13-15, 24-28), it 
is also obvious that taxpayer was not “operated exclusively” 
for educational or scientific purposes. In a folder put out by 
the taxpayer (R. 24r-2 8) entitled “The Better Business Bureau 
of Washington, D. C., Inc.—What it is and What it does to 
serve the Community,” it is stated that the taxpayer is a non¬ 
profit organization established for the purpose of “(a) Fraud 
prevention, (b) Fraud prosecution (c) Promotion of fair ad¬ 
vertising and selling practices (d) Consumer education in 
money management, in buying and in everyday relations with 
business,” and that it is financed “solely through membership 
support of business firms whose fees vary with the size of the 
business and the extent of services rendered.” Taking up the 
services which the taxpayer performs for the public (R. 26), 
the conclusion is inescapable that providing factual information 
to inquirers; handling complaints by the public against busi¬ 
ness; promoting a better understanding between business and 
the public; aiding in the prevention of swindles and the prose¬ 
cution of swindlers; and promotion and development of fair 
trade practices in advertising and selling, are not exclusively 
educational or scientific purposes, but on the contrary are for 
the mutual welfare, protection and advancement of the in¬ 
terests of merchants in the community. As to education in 
fraud prevention (third on the list (R. 26)), that is at most an 
incidental purpose of the taxpayer. In soliciting the financial 
support from business, the folder very properly makes the point 
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that in many instances “services rendered by the Bureau will 
pay for the membership fee many times over.” (R. 28.) 

i The above material is presented for the purpose of bringing 
out that the motivations of the taxpayer do not differ in quality 
or degree from those of a chamber of commerce and business 
league which are not exempt from social security taxes. S. S. 
T. 7, XV-1 Cum. Bull. 475 (1936); S. S. T. 176, 1937-2 Cum. 
Bull. 445. Under these administrative rulings, it was held 
that the exemption specifically granted to these organizations 
under the income tax law applying to business leagues, cham¬ 
bers of commerce, boards of trade, etc., 2 not organized for 
profit, does not extend to taxes imposed by the Social Security 
Act. A comparison of the statutory exemptions from income 
taxes with the exemptions from -social security taxes clearly 
indicates that Congress did not consider organizations like the 
taxpayer’s “educational.” The income tax acts have con¬ 
sistently provided the same exemption for educational organ¬ 
izations, but have also specifically and expressly provided 
an exemption for non-profit business leagues, chambers of 
commerce, etc. 

Taxpayer was granted exemption from income taxes under 
Section 101 (7) of the Revenue Act of 1936, and the correspond¬ 
ing provisions of prior Revenue Acts. (R. 40, 42.) But in 
the enactment of the Social Security Act, no provision was 
made for exemption of a business league, chamber of commerce, 
or like organizations. This omission must be taken to have 
been deliberate. While it is conceivable that a corporation 
may be exempt under several different provisions of the statute, 

* Revenue Act of 1986, c. 690, 49 Stat. 1648: 
i Sec. 101. Exemptions feom tax on corporations. 

The following organizations shall be exempt from taxation under this 
title— 

• * * • * 

l (6) -Corporations, and any community chest, fund, or foundation, organized 
and operated exclusively for religious, charitable, scientific, literary, or edu¬ 
cational purposes, or for the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the benefit of any private 
shareholder or individual, and no substantial part of the activities of which 
is carrying on propaganda, or otherwise attempting, to influence legislation; 

(7) Business leagues, chambers of commerce, real-estate boards, or boards 
of trade, not organized for profit and no part of the net earnings of which 
inures to the benefit of any private shareholder or individual; * * *. 



- 9 

the patent omission of an exemption for business leagues, 
chambers of commerce, etc., under which classification tax¬ 
payer must fall, makes it apparent that Congress did not in¬ 
tend to grant such organizations any exemption from social 
security taxes. 

The Congressional Committee Reports on the exemption 
here involved clearly indicate that Congress intended to ex- 
i empt from social security taxes wages or remuneration paid for 
i services performed in the employ of only those organizations 
which are exempt from the income tax under Section 101 (6) 
of the Revenue Act of 1932, c. 209, 47 Stat. 169, which is the 
same as Section 101 (6) of the Revenue Act of 1936, quoted 
above. See H. Rep. No. 615, 74th Cong., 1st Sess., p. 33; 
i S. Rep. No. 628, 74th Cong., 1st Sess., p. 45. 

Moreover, in Section 606 of the Social Security Act Amend¬ 
ments of 1939, c. 666, 53 Stat. 1360, Congress in redefining the 
term “employment” added many new exemptions including 
that in subsection (10) (A): “Service performed * * * in 
the employ of any organization exempt from income tax under 
section 101, if—(i) the remuneration for such service does not 
1 1 exceed $45, * # The Committee Reports on this 

particular section indicate that Congress was amending, not 
clarifying, the existing law by their comment that (H. Rep. 
No. 728,76th Cong., 1st Sess., p. 47; S. Rep. No. 734,76th Cong., 
1st Sess., p.57): 

Paragraph (10) provides several new exclusions from 
employment. Clause (A) exempts certain service in any 
calendar quarter performed in the employ of an organ¬ 
ization exempt from income tax under section 101 of 
the Internal Revenue Code, if (i) the remuneration for 
! such service does not exceed $45; * * *. [Italics 

supplied.] 

i The taxpayer is no different in organization and purpose from 
innumerable other groups of business and professional men, 
skilled or unskilled workers, whose purpose is to create good 
i will with the public and promote higher standards for persons 
engaged in the same business or occupation. Their activities 
could hardly be classified as exclusively “educational.” 
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In Watson v. Commissioner , 27 B. T. A. 463, it was held that 
the Citizens League of Cleveland was not organized and oper¬ 
ated exclusively for educational purposes. The constitution of 
the League stated its purpose to be the promotion of a business¬ 
like, honest, and efficient conduct of local government; the in¬ 
vestigation of the administration of local offices; the operation 
of local laws; the collection and dissemination of information 
relative to local and state government and the conduct of public 
officials for the purpose of inducing citizens to take a more 
active interest in the affairs of the government; the encourage¬ 
ment of competent men and women to stand for public office; 
and the supporting of wholesome leadership in public affairs. 
In carrying out these objects, the League conducted investiga¬ 
tions and research into civic, social, and economic problems, 
disseminating the results of its investigations among its con¬ 
tributors and to the public. It investigated candidates for 
office, and classified such candidates as “preferred,” or “qual¬ 
ified,” or “not recommended” (p. 466). When it was con¬ 
sidered desirable the League advocated the amendment of 
existing laws, and its agents presented its recommendations to 
legislative bodies. The Board made this pertinent observation 
which may well be applicable here (p. 468): 

In the instant case the members of the League would 
perhaps paraphrase the purpose of the League as “the 
bringing about of better local government and the elec¬ 
tion of better-fitted men to office,” but in the very 
• statement they assure the soundness of their conclu¬ 
sions and the accuracy of their judgment of fitness. Fur¬ 
thermore, they impute that those not in agreement with 
the League are mistaken in their philosophy and un¬ 
sound in their judgment. Any organization such as that 
under consideration is obviously partisan in the broad 
sense of that term. It has its own concept of what con¬ 
stitutes good government and its own criteria by which 
to judge candidates for office, and it suggests its conclu¬ 
sions to others. To this extent it is an advocate. And 
though advocacy may be but a natural expression of 
sincerity of belief, it also tends to indicate the point at 
which education ends and in this case, political activity 
begins. 
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i To the same effect is Price v. Commissioner, 12 B. T. A. 11845. 

In Slee v. Commissioner, 42 F. 2d 184 (C. C. A. 2d), the 
taxpayer claimed his right to deduct contributions made to the 
American Birth Control League. The court in holding that the 
League was not organized exclusively for charitable, scientific 
1 • or educational purposes, said (p. 185): 

I # * * Of the purposes it defines “educational” comes 

the closest, and when people organize to secure the more 
general acceptance of beliefs which they think benefidol 
I to the community at large, it is common enough to say 

i that the public must be “educated” to their views. In a 

sense that is indeed true, but it would be a perversion to 
stretch the meaning of the statute to such cases; they 
are indistinguishable from societies to promote or defeat 
prohibition, to adhere to the League of Nations, to in¬ 
crease the Navy, or any other of the many causes in 
which ardent persons engage. [Italics supplied.] 

See also Leubuscher v. Commissioner, 54 F. 2d 998 (C. C. A. 
I 2d); Old Colony Trust Co. v. Welch, 25 F. Supp. 45 (Mass.); 
Vanderbilt v. Commissioner, 93 F. 2d 360 (C. C. A. 1st). 

In Memphis Chamber of Commerce v. City of Memphis, 144 
Tenn. 291, the Chamber of Commerce, although a non-profit 
organization, which gave some educational instructions, was 
held to be not exclusively organized and operated for educa¬ 
tional purposes, because its primary object, like that of the tax¬ 
payer, was to promote the business and commercial interests of 
the city it represented. 

Taxpayer’s claim that it was also organized and operated as 
a scientific corporation is dispelled by the decision in the case 
i of Jockey Club v. Helvering, 76 F. 2d 597 (C. C. A. 2d), in which 
it was held tljat the taxpayer was not organized and operated 
exclusively for scientific educational purposes. Its activities 
consisted of prescribing rules and regulations under which horse 
races were to be run; the appointment of stewards, judges, 
starters and clerks of the scales; passing on the qualifications 
and conduct of the trainers and jockeys; publishing the Stud 
Book and the monthly race paper issued in the interests of horse 
racing and containing information on past and future races 
and race meets; requiring the registration with it of the colors 
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and assumed names used by owners of racing stables; the main¬ 
tenance of a breeding establishment, and many other activities 
the principal purposes and object of which were to improve and 
largely control horse racing in New York. The following re¬ 
marks from the opinion compel a similar conclusion in this 
case (pp. 597-598): 

We do not think that the petitioner was a “scientific” 
corporation within section 231 (6) of the Act of 1926, 
26 U. S. C. A. Sec. 982 (6), and section 103 (6) of the 
Act of 1928, 26 U. S. C. A. Sec. 2103 (6), though in a 
loose sense it might be possible to find a scientific aspect 
to some of its activities. It was in part a horse breeder, 
maintaining an experimental breeding station and a 
breeding bureau; and it is quite true that until rela¬ 
tively modem times such knowledge of heredity as we 
had derived from those who bred domestic animals. It 
would be hard to deny the name of science to their lore. 
But though additions to the stock of knowledge may 
come out of these activities of the club, it was certainly 
not “exclusively” scientific; in the main it was organized 
to protect and enjoy the sport of horse racing, to keep 
out dishonorable practices, to establish the standards 
of gentlemen sportsmen. Those purposes are laudable, 
but they are far afield from science. 

The case of Consumers’ Research, Inc. v. Evans, 128 N. J. L. 
95, 24 A. 2d 390, involved the construction of an exemption 
provision of the New Jersey Unemployment Compensation 
Act, which provision is substantially identical with the statute 
involved here. This corporation was organized to provide a 
clearing house where information of importance to consumers 
could be assembled, edited and published, and for the purpose 
of developing the art and science of consumption by use of 
which ultimate consumers could defend themselves against the 
invasions and aggressions of misleading advertising and high 
pressure salesmanship. The results of its research activities 
were made known to the corporation’s patrons and subscribers. 
In denying exemption the court said (pp. 97-98): 

Moreover it does not seem to us that the prosecutor 
[Consumers’ Research, Inc.] is engaged exclusively in 
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scientific and educational work as contemplated by the 
words of the statute. Its charter does not so limit it. 
It is not enough that the work be scientific and educa¬ 
tional, as doubtless in a broad sense this work was, but 
it must be devoted exclusively to such objects . The 
facts here sustain the conclusion below that the 4 work 
was not exclusively scientific and educational. 

The expressed legislative purpose of the Unemploy¬ 
ment Compensation Law is beneficent. It declares the 
public policy to be the economic security of the unem¬ 
ployed worker and sets up methods to accomplish that 
desired end. There should be a liberality of construc¬ 
tion for the purpose of carrying out the legislative in¬ 
tent. Exemption should only be allowed where the 
right to it is dear and unequivocal. [Italics supplied.] 

Taxpayer relies chiefly upon the decision in the case of Jones 
v. Better Business Bureau of Oklahoma City , 123 F. 2d 767 
(C. C. A. 10th), wherein the court held that the appellee was 
exempt from social security taxes under the provisions of the 
identical statute involved here. However, a comparison of the 
objects for which the two bureaus were organized, as- disclosed 
by their respective charter provisions, indicates a substantial 
difference in organization. As stated by the court, the objects 
for which the Better Business Bureau of Oklahoma City was 
organized as set out in its charter were (p. 768): 

To inform and to educate the public by various forms 
of publicity or otherwise, as to the difference between 
honest and legitimate advertising and that which is 
misleading, dishonest and improper in order to create 
public confidence in honest and legitimate advertising 
and honest and legitimate business, and to prevent the 
public from being misled by persons using unfair ad¬ 
vertisements or unfair business methods. 

By all proper means to educate and inform merchants, 
manufacturers and other business men as to honest, fair 
and legitimate advertising and business methods and 
the discouragement of unfair competition and unfair 
dealings with the public * * *. 
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We submit that the difference in language of the two charters 
distinguishes the Jones case, supra, from the case at bar. 
Moreover, the decision in the Jones case appears to be in con¬ 
flict with the decisions of the Circuit Court of Appeals for the 
Second Circuit interpreting closely related sections of the In¬ 
ternal Revenue Code in Slee v. Commissioner, supra, Leu- 
buscher v. Commissioner, supra, and Jockey Club v. Helver¬ 
ing, supra. The decision in the Jones case may well have been 
materially influenced by the liberal rule of construction of the 
statute as announced by the court, which rule, we submit, 
should not have been followed. The exemption statute in¬ 
volved here is no different insofar as its construction is con¬ 
cerned, from the tax-exempt statutes which the Supreme Court 
has consistently held should be strictly construed. Bank of 
Commerce v. Tennessee, 161 U. S. 134, 146, 163 U. S. 416, 423; 
Trotter v. Tennessee, 290 U. S. 354,356; United States v. Stew¬ 
art, 311 U. S. 60, 71. We think that the vigorous dissenting 
opinion of Judge Murrah in the Jones case, condemning a lib¬ 
eral construction of the exemption statute, is the correct view 
of the situation presented here. Judge Murrah said (p. 77): 

It must be conceded that the organization was not 
one organized or operated as “one designed primarily for 
the improvement or development of the capabilities of 
the individual”. It then becomes necessary to deter¬ 
mine whether there is presented “exceptional circum¬ 
stances” so as to bring this organization within the very 
narrow limits of this exception. Organizations gener¬ 
ally classified as business leagues, chambers of commerce, 
civic leagues, and trade associations have consistently 
been exempt from income tax because they are not or¬ 
ganized for profit. Having no profit motive, except the 
furtherance of the aims of those sponsoring the same, 
they can have no taxable income, but they are not ex¬ 
empt from the Social Security tax, and as stated in the 
majority opinion, likewise religious, charitable, scien¬ 
tific, literary and educational organizations, not oper¬ 
ated for the profit of any private shareholders or indi¬ 
viduals, are consistently exempt from taxation and the 
rule exempting such organizations from taxation is gen- 
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erally given a liberal construction in order to further, 
rather than to hinder their beneficient purposes. 

In my opinion, the question of whether or not such 
an organization is exempt from Social Security taxes, 
turns upon an entirely different ground, based upon en¬ 
tirely different considerations. Here, the incidence of 
the tax is not upon the realization of income, but upon 
“employment”. “For the purpose of the exception the 
nature of the service is immaterial; the statutory rest 
is the character of the organization for which the service 
is performed.” Tr. Reg. 91, Art. 12. 

When viewed in a broad sense, the purposes, activities, 
and functions of the Bureau partake of education and 
learning, in that it imparts information to the unin¬ 
formed ; the ignorant are enlightened; the unsuspecting 
are warned; the deceiver is exposed, and the evils of 
fraud are corrected. For these services no one receives 
a pecuniary benefit and no one is paid a fee. Yet, when 
viewed in its more narrow and restricted sense, and as 
measured by the words of the statutory exemption, in 
my opinion, it falls short of the rule which requires strict 
adherence in order to come within its protective pro¬ 
visions and I cannot ascribe to it the exclusiveness 
necessary to its exemption. [Italics supplied.] 

See also Retailers Credit Ass'n v. Commissioner, 90 F. 2d 47 
(C. C. A. 9th). 

A liberal rule of construction should only be followed to 
accomplish the purposes of the provisions of the Social Security 
Act, and to extend the coverage and benefits of that Act, but 
where exemption therefrom is sought, a strict construction of 
the exemption provisions of the statute should be applied. Thi3 
is also in accord with the decisions of this Court and state courts 
dealing with the exemption provisions of unemployment 
compensation statutes, which are substantially the same as the 
statute involved here. Better Business Bureau of Washington, 
D. C., Inc. v. District Unemployment Compensation Board, 71 
W. L. R. 1303 (Mun. C. A. D. C.) petition for review denied, 
January 31,1944 (App. D. C.); National Rifle Ass’n v. Young, 
134 F. 2d 524 (App. D. C.); Consumers* Research, Inc. v. Evans, 
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supra; Young v. Bureau of Unemployment Compensation, 63 
Ga. App. 130,10 S. E. 2d 412; Maine Unemployment Compere 
sation Commission v. Androscoggin Junior, Inc., 137 Me. 154, 

16 A. 2d 252; Mohawk Mills Ass'n, Inc. v. Miller, 260 App. Div. 
433, 22 N. Y. S. 2d 993. 

In Better Business Bureau of Washington, D. C., Inc. v. 
District Unemployment Compensation Board, supra, the tax 7 
payer sought to recover taxes paid under the District of Colum¬ 
bia Unemployment Compensation Act on the ground that it 
was exempt from payment of such taxes under the provisions 
of Section 1 (b) (5) (G) of that Act which are substantially 
the same as those of the statute involved here. In affirming the 
decision of the Municipal Court that taxpayer was not exempt 
as a corporation organized and operated exclusively for educa¬ 
tional or scientific purposes the Municipal Court of Appeals 
said (pp. 1303-1304): 

* * # By the exact wording of its charter, appellant’s 
object, in part, is “for the mutual welfare, protection and 
improvement of business methods among merchants” 
and for “protecting the interest” of certain classes of 
businesses to “enable such as are engaged in the same to 
! successfully and profitably conduct their business.” 

i Regardless of its other purposes, we think it is plain 

appellant was not organized exclusively for educational 
purposes in any usual or normal meaning of “education” ; 
and, even if its purposes were to be accomplished by 
educational methods, a chief purpose was protecting and 
advancing the interests of merchants who deal honestly 
and fairly with the public. However worthy and de¬ 
sirable may be the objects sought, they nevertheless are » 
not exclusively educational. If we may consider the 
corporate name adopted by appellant, we think it is 
another indication that “better business” and not educa¬ 
tion was the primary object. 

Appellant was organized under Code Section 29-601, 
relating to benevolent, charitable, educational and sim¬ 
ilar corporations. In ascertaining the purposes for which 
organized we should consider the statute under which 
appellant obtained its charter; but the statute cannot 
be conclusive in the face of specific objects selected by 



17 


appellant for inclusion in its charter. Cf. White v. Cenv- 
tral Dispensary and Emergency Hospital, 69 App. D. C. 
122, 99 F. 2d 355. A corporation will not be permitted 
to deny its purposes are those set forth in its charter. 
Helvering v. Coleman-Gilbert Associates, 296 U. S. 369. 

Appellant relies heavily upon the case of Better Busi¬ 
ness Bureau of Oklahoma City, Inc. v. Jones, Collector, 
34 F. Supp. 573, affirmed in Jones, Collector v. Better 
Business Bureau of Oklahoma City, Inc., 10 Cir., 123 F. 
2d 767. In that case, plaintiff claimed exemption from 
payment of Social Security taxes under an exemption 
i provision identical with the one here involved. Though 

the Better Business Bureau of Oklahoma City and appel¬ 
lant are both engaged in kindred work, their corporate 
charters are noticeably different. It was held from a 
reading of the charter of the Oklahoma Bureau that its 
I purpose was “to educate the public,” and that it was 

within the exemption provided by the Social Security 
Act. The different language of the two charters dis¬ 
tinguishes that case from the present one; but, aside 
i from that difference, the Circuit Court of Appeals ruled 

that the exemption provision should be given a liberal 
construction saying: 

“While the general rule is that tax-exempt statutes 
are to be construed strictly in favor of the government, 
the rule does not apply to exemption statutes of the 
character here involved.” 

As previously pointed out in this opinion, the United 
States Court of Appeals for this District, in the National 
i Rifle Association case, has distinctly held that the strict 

i rule of construction must be applied to the exemption 

provision of the statute under consideration. Appel- 
' lant’s claim for exemption could be allowed only by 

extremely liberal construction. 

In our opinion appellant was not organized exclusively 
for educational or scientific purposes within the meaning 
of the statute and, therefore, is subject to payment of the 
taxes. [Italics supplied.] 

See also Underwriters' Laboratories v. Commissioner, 135 
S F. 2d 371 (C. C. A. 7th), certiorari denied, 320 U. S. 756. 
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This Court, on January 31, 1944, denied taxpayer’s petition 
i for review of the case against the District Unemployment Com¬ 
pensation Board. We submit, therefore, that the rule of strict 
construction announced in that decision and by the court below 
is the correct rule for construing the exemption statute in¬ 
volving social security taxes. 

| Taxpayer also relies on International Reform Fed. v. Dist . 
Unemployment Comp. Bd., 131F. 2d 337 (App. D. C.). In that 
i case, claims for exemption were made under the same provisions 
of the District of Columbia Unemployment Compensation Act. 
This Court found (p. 342) that the International Reform Fed¬ 
eration was organized and operated for the primary purpose of 
“the establishment of higher codes of morality and manners 
throughout the world”, and it was held to be exempt as a corpo¬ 
ration organized and operated exclusively for charitable or 
educational purposes. It is clear from an examination of the 
organization and activities of the taxpayer, that it does not 
come within the meaning of the exemption statute as inter¬ 
preted by this Court in the above case. However, taxpayer 
i urges that the decision in the International Reform Federa¬ 
tion case was “approved” by this Court in National Rifle Ass’n 
v. Young, supra, and that the decision in the latter case 
“strengthens” its position here. In the National Rifle Ass > n 
case, this Court held that the exemption provisions of the 
District of Columbia Unemployment Act must be strictly 
construed. The Court said (p. 525): 

Appellant relies on International Reform Federation 
v. District Unemployment Compensation Board. We 
there interpreted the present exemption clause to include 
purposes of promotion and propaganda directed solely 
toward the benefit of the community. We did not in¬ 
terpret it to include undertakings which may be “purely 
for sport and recreation” and independent of any benefit 
to the community. Neither did we hold, as appellant 
suggests, that a corporation whose primary purpose is 
charitable and whose other purposes have nothing to do 
with charity is organized exclusively for charitable 
purposes. 

* * * * * 
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We submit that the International Reform case was cited only 
for the purpose of distinguishing the National Rifle Ass’n case 
from it. This distinction is equally applicable here. 

The case of Chemists' Club v. United States , 64 C. Cls. 156, 
160, also cited by taxpayer, has no bearing upon the issues in¬ 
volved here. In that case, the Court of Claims held the social 
features of the Chemists’ Club to be so incidental and remote 
to its general or “predominant purpose”, that it was not difficult 
to determine that it was not a social club within the meaning 
of the taxing acts, because its dominant purpose was scientific 
or educational. 

From the foregoing, it is clear that taxpayer was organized 
and operated primarily for the mutual welfare, protection and 
advancement of the interests of merchants in the community. 
Regardless of its other purposes, they nevertheless are not ex¬ 
clusively educational or scientific. Taxpayer has, therefore, 
failed to meet all of the requirements of the statute which would 
entitle.it to exemption from social security taxes. 

CONCLUSION 

Accordingly, the judgment of the District Court should be 
affirmed. 

Respectfully submitted. 

Samuel 0. Clark, Jr., 
Assistant Attorney General. 
Sew all Key, 

Robert N. Anderson, 

Fred J. Neuland, 

Special Assistants to the Attorney General. 

Edward M. Curran, 

United States Attorney. 

Daniel B. Maher, 

Assistant United States Attorney. 

September 1944. 


APPENDIX 


Social Security Act, c. 531, 49 Stat. 620: 

Sec. 811. When used in this title— 

* * * * * 

(b) The term “employment” means any service, of 
whatever nature, performed within the United States 

by an employee for his employer, except— 

***** 

(8) Service performed in the employ of a corporation, 
community chest, fund, or foundation, organized and 
operated exclusively for religious, charitable, scientific, 
literary, or educational purposes, for the prevention of 
cruelty to children or animals, no part of the net earn¬ 
ings of which inures to the benefit of any private share¬ 
holder or individual. (42 U. S. C. 1940 ed., Sec. 1011.) 

Internal Revenue Code: 

Sec. 1426. Definitions. 

When used in this subchapter— 

* * * * * 

(b) Emjrtoymerit .—The term “employment” means 
any service of whatever nature, performed within the 
United States by an employee for his employer, ex¬ 
cept— 

***** 

(8) Service performed in the employ of a corpora¬ 
tion, community chest, fund, or foundation, organized 
and operated exclusively for religious, charitable, scien¬ 
tific, literary or educational purposes, or for the pre¬ 
vention of cruelty to children or animals, no part of the 
net earnings of which inures to the benefit of any private 
shareholder or individual; * * *. (26 U. S. C. 1940 
ed., Sec. 1426.) 

• ( 20 ) 


ft 
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Social Security Act Amendments of 1939, c. 666,53Stat. 1360: 

Sec. 606. Effective January 1, 1940, section 1426 of 
the Internal Revenue Code is amended to read as fol¬ 
lows: 

Sec. 1426. Definitions. 

When used in this subchapter— 

* * * * * 

(b) Employment .—The term “employment” means 
any service performed prior to January 1, 1940, which 
was employment as defined in this section prior to such 
date, and any service, of whatever nature, performed 
after December 31,1939, by an employee for the person 
employing him, irrespective of the citizenship or resi¬ 
dence of either, (A) within the United States, or (B) 
on or in connection with an American vessel under a con¬ 
tract of service which is entered into within the United 
States or during the performance of which the vessel 
touches at a port in the United States, if the employee 
is employed on and in connection with such vessel when 

outside the United States, except— 

***** 

(8) Service performed in the employ of a corpora¬ 
tion, community chest, fund, or foundation, organized 
and operated exclusively for religious, charitable, scien¬ 
tific, literary, or educational purposes, or for the pre¬ 
vention of cruelty to children or animals, no part of the 
net earnings of which inures to the benefit of any private 
shareholder or individual, and no substantial part of 
the activities of which is carrying on propaganda, or 
otherwise attempting, to influence legislation; * * * 
(26 U S. C. 1940 ed., Sec. 1426.) 

Treasury Regulations 91, promulgated under Title VIII of 
. the Social Security Act: 

Art. 12. Religious, charitable, scientific, literary, and 
educational organizations and community chests .— 
Services performed by any employee of an organization 
of the class specified in section 811 (b) (8) are excepted. 
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For the purpose of the exception the nature of the 
service is immaterial; the statutory test is the character 
of the organization for which the service is performed. 

In all cases, in order to establish its status under the 
statutory classification, the organization must meet two 
tests: 

(1) It must be organized and operated exclusively 
for one or more of the specified purposes; and 

(2) Its net income must not inure in whole or in part 
to the benefit of private shareholders or individuals. 

* * # # * 

An educational organization within the meaning of 
section 811 (b) (8) of the Act is one designed primarily 
for the improvement or. development of the capabilities 
of the individual, but, under exceptional circumstances, 
4 ^ •may include an association whose sole purpose is the in- 
1 .struction of the public, or an association whose primary 
*•! • purpose is to give lectures on subjects useful to the in¬ 
dividual and beneficial to the community, even though 
an association of either class has incidental amusement 
features. An organization formed, or availed of, to dis¬ 
seminate controversial or partisan propaganda or which 
by any substantial part of its activities attempts to in¬ 
fluence legislation is not an educational organization 
within the meaning of section 811 (b) (8) of the Act. 

The provisions of Section 402.215, Treasury Regulations 106, 
promulgated under the Federal Insurance Contributions Act 
(Sections 1400-1431 of the Internal Revenue Code) are sub¬ 
stantially the same as those of Article 12, Treasury Regulations 
91. 
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